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a. musical notes of a bell which had 
once hung in an old French church 
summoned the slaves at Belle Meade to 
their daily tasks. By some strange chance 
this bell had found its way across the sea 
toa Mississippi steamboat where its mellow 
tones sO captivated Belle Meade’s owner 
that he bought it for his estate. 

Located about six miles from Nashville, 
Belle Meade is reached through a long 
avenue lined with vine-covered cedars. The 
house was built in 1853, the year The Home 
was founded. It replaced an earlier dwelling 
which had been destroyed by fire. The six 
square columns on the portico were made 
from stone quarried on the estate. John 
Harding, the first owner, cleared and fenced 
the property when he came to Tennessee in 
1805. While a home was being built, he 
lived in a log cabin where his son William 
Giles Harding was born. 

Brigadier general in the militia and prom- 
inent agriculturist, William G. Harding 
made Belle Meade one of the most pros- 





BELLE MEADE 
the Beautiful 





A gardener was brought from Switzerland to care for the flowers and shrubs 


perous tarms in Tennessee. Within its 5,000 
broad acres was a park planted with blue 
grass where as many as 250 deer roamed 
unmolested. At one time elk, buffaloes and 
cashmere goats were also given sanctuary. 

But Belle Meade’s 
Principal attraction was 
its magnificent thor- 
oughbred horses, many 
of which, including 
Bonnie Scotland, Iro- 
quois and Luke Black- 
burn, won lasting fame 
in the annals of the 
turf. As probably Amer- 
ica’s oldest farm for 
breeding thoroughbreds 
and one of the finest of 
its day the estate was 





IROQUOIS - Only American bred horse 
that has ever won the English Derby 


internationally renowned. The sale of year- 
ling colts which was an eagerly awaited 
annual event brought thousands.of visitors 
from this country and abroad. Representa- 
tives of the French government who came 
to inspect American 
thoroughbreds in 1881 
reported that Belle 
Meade had the finest in 
the country. Though his 
horses were entered in 
all the leading races 
and won many tro- 
phies, General Harding 
was interested in racing 
solely as a gentleman’s 
sport and refused to 
take part in betting. 
Besides horsemen 
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many prominent persons 
were visitors at Belle Meade, 
including Andrew Jackson, 
James K. Polk, Benjamin 
Harrison and Grover Cleve- 
land. As evidence of the hos- 
pitality for which the planta- 
tion was noted, the dining 
table was kept extended to 
its full length with places 
always set for unexpected 
guests. 

Like most of the southern 
plantations of that time, 
Belle Meade had its comple- 
ment of slaves. They were, 
however, treated with un- 
usual consideration and con- 
cern for their comfort and 
welfare. Charles Sumner, 
noted abolitionist, declared 
that if conditions at Belle Meade were typ- 
ical of the South, “I must retract much that 
I have writtén against slavery.” 

Two of General Hard- 
ing’s daughters mar- 
ried brothers, Wil- 
liam H. and Howell 
E. Jackson, .who 
continued to op- 
erate Belle Meade 
after Harding’s 
death. By General ° 
U. S. Grant’s own ad- 
mission he narrowly es- william H. Jackson 
caped capture by William Jackson who was 
a brigadier general in the Confederate 
cavalry. 

Though the property passed into other 
hands after the death of General Jackson’s 
son and has been reduced in size through- 
out the years, Belle Meade, still privately 
owned, has been maintained as one of the 
South’s. most beautiful plantations. 
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The Home, through its agents and 
brokers, is America's leading insurance 
protector of American homes and the 
homes of American industry. 


«x THE HOME « 


Home Office: 59 Maiden Lane, New York 8,N.Y. 
FIRE ° AUTOMOBILE . MARINE 


The Home Indemnity Company, an affiliate, 
writes Casualty Insurance, Fidelity & Surety Bonds 
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Editorial: 


Incentive to Produce Would Boost Tax Income 


HROUGH the development of mass production many courageous business leaders 
Wess a new pricing system. These pioneers would compute the cost of a product 

not on existing or previous production schedules, but upon a production in excess 
of their normal output. When they set a price based upon an anticipated increased 
demand they would naturally reflect lower unit costs. This fact in itself stimulated 
demand and on most occasions confirmed the soundness of their judgment. 


Government should take a lesson from business in setting its price of service. 
It is not the highest tax rate that brings the most return; frequently a high tax rate 
brings less revenue because it destroys or restricts the incentive to produce. The present 
tax law is a case in point. 


The elimination of double taxation on dividends, the lowering of the tax on 
capital gains, the abandonment of wartime excise taxes and the voidance of Section 
102 in the tax laws would, in the opinion of many people, create such business incentives 
as to wholly offset the loss of tax receipts from these levies. The Government might 


easily be in receipt of more tax money if it had the courage and the wisdom to make 
these changes. 


The need of the hour is not a plan, or plans, to explore further means of taxation; 
the paramount need is to give inducement to the production of the goods and services 
from which all tax receipts flow. 


This is not a theory. It is a proven fact as the fiscal history of the United States 
immediately after the first world war will abundantly confirm. 


owe. 
ae HENRY tas 


EXECUTIVE MANAGER 
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A Banker Analyzes 


RISK FACTORS 


In Commercial and Bank Credits 


LL of us are most familiar 
with the fact that for the 
past decade we have been 


operating in an economic cycle which 
has witnessed peak phases in all lines 
of endeavor. We recognize also that 
during that time we have been rela- 
tively free from credit losses and to 
a very considerable extent quite free 
of major credit problems. 

Under such conditions of course 
the tendency to be lulled into a false 
sense of security had to be guarded 
against—in fact it may yet be dem- 
onstrated that there were many who 
did not guard against it sufficiently 
and seemingly strayed away from 
first principles. 

As we know also, in the latter 
part of 1948 the symptoms of a re- 
turn to something resembling normal 
began to appear. With each suc- 
ceeding month: in 1949 these symp- 
toms became more pronounced. 

It is only fitting and proper, there- 
fore, that we take a look around 
and soberly consider a current ap- 
praisal of the risk factors. 

Because I am a member of the 
banking profession, please bear in 
mind that I can speak only from that- 
viewpoint, at least with any reason- 
able degree of confidence. The bank- 
ers, in common with those engaged 
in other lines of endeavor, look to 
the future with confidence. But with 
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By WALTER C. LEONHARDT 


Second-Vice President, Manufacturers National Bank 


Detroit, Michigan 


those others they naturally have a 
number of questions in the back of 
their minds. 


HE limiting factor controlling 

every banker in making a loan, is 
that he is using depositor’s money 
for this purpose. He must, there- 
fore, know with all reasonable cer- 
tainty that the money will be repaid 
in accordance with the terms of the 
loan. 

Those remarks bring me rather 
abruptly to the matter of credit and 
the considerations which the banker 
needs to give the risk factors in 
view of the nature of their business. 

Customarily, the banker—all cred- 


it men for that matter— approach® 


credit in three major aspects: 
1.—Personal Factor 
2.—Financial Factor 
3.—Economic Factor 

Each of these as you so well know 
embraces a multitude of considera- 
tions. 

One of the primary points of 
analysis for any credit is the matter 
of the general economic situation. As 
I have stated, during war years and 
immediately following we noted an 
economy of inflation—an economy 
of peaks. More recently this econo- 
my of. absolute peaks has shown 
elements of a change. Whether in- 
flationary or deflationary, the major 


point at the moment is not absolute 
interpretation of this change but 
rather recognition of the fact that 
we are in a state of flux. This in 
itself should engender conservatism 
in our analysis of risks beyond that 
which was necessary in the war 
years. What we have is a dynamic 
economy which ultimately and in all 
instances gives us a better return 
for our efforts. -The changes we see 
now are part of that dynamic in- 
tensity—they in themselves are part 
of our credit risk. 

Rather than dwell upon those 
aspects in detail, it would seem more 
advisable to weave them into the 
various credit factors. For the mo- 
ment, therefore, let us consider the 
risk factors from the standpoint of 
the Personal Factor. 


E bankers know that for the 

past few-years, it has been rel- 
atively easy to sit back and lend 
money and have it repaid. We have 
had no particular or major prob- 
lems to worry about. As a result of 
the business trend of the past dec- 
ade, we now have a lot of very suc- 
cessful men. It is hard to judge 
the character of a successful man 
because his financial success speaks 
for itself. But this success may well 
be the most disturbing factor in our 
credit relationship because it may 
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definitely uncover the type of indi- 
yidual who is difficult to deal with 
when the trend turns sharply in the 
other direction. 

An appraisal of character today is 
extremely important because we 
don’t know for a certainty how the 
successful character will stand up 
under the possible financial strains 
or stress. 

A man may have ability and 
honesty, but needs something else 
if he is going to operate a successful 
business from a creditor’s point of 
view. For example, he should at 
least know the elements of the eco- 
nomic cycle, the inherent dangers in 
business. You will find among small- 
er companies and smaller borrowers 
particularly, individuals that have a 
decided lack of these ordinary things 
which, to us, are commonplace— 
even, as you doubtless have ob- 
served, adequate financial records. 

Equally important is the current 
need to review the experiences our 
customers, especially the newer ones, 
have had in various lines and to 
measure this experience with that 
they will need to meet the changes 
that are constantly occurring. 

Then too there is the all important 
matter of the resourcefulness of 
management. During the war ma- 
jor elements arose in that respect to 
confound the bankers—and the busi- 
ness man himself for that matter. 

To say the least the personal fac- 
tor, especially resourcefulness, even 
under normal conditions has always 
been difficult to evaluate. More so 
under the stress of war and now 
once again in this somewhat hectic 
post war era. 

In otner words we must rely, 
considerably, on the resourcefulness 
of our customer. With constantly 
changing conditions, it still remains 
to be demonstrated, in my humble 
opinion, whether he can rely on the 
same customer for the same product 
once the present demand is satisfied. 
That this is a highly competitive 
world goes without saying. This ob- 
viously entails accurate judgment on 
the part of management and, if they 
do not seem to have it, then perhaps 
our job is to see that they buy it, 
especially in the smaller type of 
operation. 


A NOTHER phase of this per- 
sonal element is adaptability. 
In other words the ability to adapt 


This is a summary of the author's address before the floor 
coverings and furniture credit group at the 53d annual 
Credit Congress at Atlantic City. 


themselves to conditions beyond 
their control. We have, as you 
know, a profusion of various types 
of legislation that have created prob- 
lems within our own business and 
yours as well. Certainly it can be 
said that when war time legislation 
controlled daily activities, the diffi- 
culties of operation under our system 
of free enterprise were of consider- 
able magnitude. 

True it is that rationing—pricing 
and various enforcement policies did 
give many mental and financial suf- 
ferings. Perhaps we may have suf- 
fered more or longer without them. 
But too many of them still exist to 
make complicated the analysis of 
credit risks today. We still have an 
abundance of wage and hour laws, 
we have social security, we have the 
labor problems and the tendency to 
more and more government control. 
How our customers adapt them- 
selves to these changes, and condi- 
tions, is largely the answer as to 
whether or not they will continue as 
successful managements and be good 
credit risks. 

As credit men we should do more 
than look at just the figures and 
ratios. We must study the underly- 
ing cause of these figures and the 
only means we have of correcting 
them. Let’s get behind the cold fig- 
ures and attempt to really know the 
management. 

We must not stop our analysis at 
character alone — for this implies 
merely the “will” to pay if at all 
possible. We must make some anal- 
ysis in addition to resourcefulness 
and adaptability for this adds to the 
“will” to pay some inclination of the 
“means” to pay. In analyzing man- 
agement, I like to keep an old adage 
in mind “Ready, Willing and Able.” 
Remember that many men are ready 
and willing because they have char- 
acter but they are “able” only if 
they have the general all-around 
ability. 


a * let us turn our thoughts to 
an appraisal of some of the 
financial factors. Without belittling 
the importance of anyone of them, 
the one factor that seems to have 
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added importance at this time is this 
matter of costs. 

For sometime past the banker has 
been giving considerable attention 
to the “breakeven” point of his bor- 
rowers. This factor has been of in- 
creasing significance because the 
breakeven point of most businesses 
has reached an all-time peak, just 
as has all other phases of operation. 
While this is a major factor in the 
large corporation, it becomes increas- 
ingly important in the smaller oper- 
ation particularly as we reach fur- 
ther down the scale. Naturally, the 
smaller the capital in relation to vol- 
ume, the more serious that becomes. 
As you know from experience, a 
drop in gross income either from a 
price or volume change is usually 
subject to an uncomfortable lag be- 
fore the expenses can be adjusted 
accordingly. 

In that latter respect the rigidity 
of wages—the continuing high tax 
rates—combine to aggravate the sit- 
uation. And unless I utterly misin- 
terpret the frame of mind of both 
labor and the taxing bodies, those 
two conditions, like poor relations, 
are here to stay. Hence this “break- 
even” point is perhaps more impor- 
tant than ever before to banker and 
customer alike. Therefore the 
banker, at least, sees the need for 
working closely with his borrower in 
doing what they can to formulate 
suitable plans to meet the contin- 
gency of lower price and/or volume 
levels. 

This matter of readjustment really 
is a disturbing element in the anal- 
ysis of credit risks today. We know 
that prices—principally as an after- 
math of the war—have been raised 
to what appears as a permanently 
higher level. But the difficulty is 
that it is almost useless to venture 
an opinion as to where they may go 
from here on in. 


HERE has been, of course, a 

settling back of the price- struc- 
tures, but on the other hand who 
can tell where that will stop. To 
complicate matters still further, it 
may be that we are not yet through 
with inflation. If we have reached 
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the top of the pyramid—and there 
seems to be considerable thinking 
that we have—then it is clear that 
there will be a heavy impact on 
business and which it may not be 
able to do a great deal about unless 
its wage scales lend themselves to a 
corresponding reduction. 

Industry as a whole has done a 
marvelous job in handling its inven- 
tory situation, and the evidence is 
that inventories are reasonable in 
comparison with production and con- 
sumption. But unfortunately that is 
only one phase of softening an im- 
pact, and I wonder what industry 
will be able to do on other cost 
factors. 

And then let us look at the inven- 
tory situation. 

Let us not dismiss inventories 
lightly. Let us recall, gentlemen, 
that it was inventories which got 
business into a hole after the last 
war, and at present it may still be a 
possibility. Inventories, of course, 
had always been an exceedingly 
good barometer of rapid economic 
changes. As we know they are nor- 
mally built up in periods of rapidly 
rising prices and then, of course, re- 
duced when the wheels of the econ- 
omy turn the other way. 

The evidence points to excellent 
handling of this item for the most 
part. Here again, I trust that we 
have not been misled by the fact that 
much of the excellent profits reported 
has been caused by rising inventory 
values. I trust that we have not cul- 
tivated a sense of false security and 
lost sight of the fact that perhaps 
many of our customers may have op- 
erated at a loss if it were not for 
that rising trend in inventory values. 
Perhaps we should be more inclined 
to measure inventories in terms of 
quantity rather than on pure dollar 
terms. 

We know, of course, that all in- 
dustries are not affected at the same 
time and in the same degree. In a 
period of transition, such as we have 
today, many companies will still be 
confronted with changes similar to 
that already experienced by others. 
Therefore, it is a major thing to as- 


certain as far as possible the tran- 


sition yet to be faced by the bor- 
rower. - 

Along this line of thought—and 
no doubt many of you have already 
noticed it—is the return of a “carry- 
over” in inventory. In other words, 
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the shelves are not being cleaned up 
as neatly as they were not so many 
months ago. Extreme vigilance in 
that respect, therefore, seems to be 
the order of the day so that we may 
not overlook the loss potential in 
these items. 


HE problem of plant capacities 

and facilities has come to the 
foreground considerably since the 
close of the war although it has been 
a normal type of problem which has 
confronted bankers for years. One 
of the altogether too frequent prob- 
lems has been the investment in 
plant facilities which has caused a 
steady or sudden drain upon the 
working capital of a customer. 

The unfortunate part of that has 
been that usually the expenditures 
have been made before the banker 
was aware of it or it was made 
known to him, and the banker is 
then faced with the necessity of try- 
ing to arrange financing that will set 
the customer on the proper side of 
the scales. 

The usual pattern in this respect 
has been that although management 
has conscientiously estimated orig- 
inal costs, the job invariably involved 
cost increase and changes in plans, 
costly delays, all of which combined 
to lead the customer into a financial 
strait-jacket. 

In some instances the situation 
has become more severe through 
failure of anticipated profits to ma- 
terialize even though past perform- 
ances had been excellent. From a 
bank’s point of view, the matter of 
fixed asset expansion in a number of 
cases is a lesson in amazement in 
noting how customers can make a 
good financial showing and yet 
quickly get involved in a bad situa- 
tion about which the bank does not 
get timely knowledge. 

One of the common financial 
problems in this respect is traceable 
to what can be called deception in 
appreciating the high profits which 
have been prevalent during the last 
few years. The corporation dollar 
goes no further than the individual’s 
dollar, and some of the profits al- 
though high in terms of dollars are 
low in terms of things they would 
buy. Similarly, it is rather readily 
admitted. that depreciation accrued 
on prewar costs is inadequate in 
terms of post-war replacement 
prices. As a consequence a great 


many working capital 
have shown up. 


problems 


LL of us no doubt have a num- 

ber of customers which have 
grown from a relatively modest size 
to important positions during the 
last eight years. In the absence of 
ready equity money and with the re. 
tention of earnings limited by tax 
requirements, these companies have 
an extraordinarily difficult time in 
accumulating both the working cap- 
ital and the fixed assets which they 
need to take care of their developing 
business. 

The banks have a difficult prob- 
lem in helping to keep these custo- 
mers in financial balance, and often 
it is necessary to throw a wet blan- 
ket on their programs in order to 
help them preserve the values which 
have already been built up. 

Then there is the problem of over- 
expansion in which plant capacity 
exceeds sales capacity. The situation 
has not been very common in recent 
years in most industries, but we 
know that the time is coming when 
it will reappear. Overexpansion of 
production facilities in comparison 
with effective demand characteris- 
tically shows up in a depression, and 
it would seem pertinent for industry 
today to survey their existing facil- 
ities, a goodly portion of which was 
acquired during the war—a survey 
to measure the possible use to which 
those facilities can be put when a 
more normal business cycle occurs. 
Let us not forget that new plant ca- 
pacities have or are being acquired 
at cost levels which are contributing 
to new high breakeven points and 
that, therefore, they are leaving se- 
rious financial and operating prob- 
lems for the future. 


ANKS and other lenders have 
learned a great deal about coor- 
dinating debt payments with earn- 
ings. It is our duty to a customer to 
help him gear his required deferred 
debt payments to his minimum of 
anticipated earnings with ample 
margin for error. It is also our obli- 
gation to help him see the: desirabil- 
ity of applying the surplus earnings 
of highly profitable years to the re- 
tirement of long term debt; hence, 
the use of the “earnings acceleration 
clause” so-called. Over the year we 
have learned a great deal about that 
as well as the need for the mainte 
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nance of a relatively high working 
capital requirement in order to curb 
management and to safeguard them 
from their own optimism. Con- 
versely there is the problem of plant 
inadequacy—the problem of under- 
investment. An inadequate, ineffi- 
cient plant costs too much in relation 
to the sales dollar, just as does the 
over-expanded facility which is only 
half used. Therein is our customers 
continual need to battle the prob- 
lems of obsolescence and of indus- 
trial evolution. 

A downward trend of any busi- 
ness may quickly cause such over- 
whelming financial problems that 
there are no funds available for nor- 
mal plant needs. Therefore, the com- 
pany which shows a definite trend 
toward declining performance in 
comparison with its competitors, 
and capital expenditures well below 
its depreciation charges, should be 
carefully investigated to see whether 
it is keeping step with its industry in 
product design and plant facilities. 
And our part is to endeavor to help 
them determine that they have rea- 
sonable assurance of sound working 
capital and debt positions. 


NY re-examination of risk fac- 

tors in bank credit must take 
into consideration the changing 
complexion of current assets as 
shown in the business picture. The 
inflationary forces of the war and 
post-war years have found ample re- 
flection in the asset and liability fig- 
ures of business corporations. Im- 
portant changes have taken place 
within the totals of the current as- 
sets and current liabilities. 

Since the end of the war, definite 
trends have prevailed ; cash balances 
have been drawn down as have Gov- 
ernment bond investments to rebuild 
the assortments of goods for civilian 
sales as well as for maintenance and 
new construction which could not 
be done under wartime conditions. 

Since 1945 commercial banks 
through the extension of business 
loans have each year increased their 
participation in the financing of the 
constantly growing receivables. and 
inventories of business. Hence, those 
two items, receivables and inven- 
tories are of prime importance to 
credit grantors for it is principally 
out of these items that debts are paid. 
Liabilities remain constant until 
liquidated, but the complexion of re- 
ceivables and inventories is, as we 





A Blueprint for Peace 


The first imperative of American thinking and national policy in this 
period of so-called “cold war” is to reject the insidious suggestion that 
actual war, whether hot or cold, in inevitable. We must break out of any 
kind of drift toward war. We must see our way through this present period 
of ‘‘no-peace, no-war” and start building genuine stability and peace. To 
get at last on this road to peace, I suggest the following basic requirements : 

(1) The legitimate but restrained and responsible continuance of the 
present policy of “containment” of the Soviet Union. At this stage of 
human experience, effective national armament cannot be dispensed with, 
any more than police forces can be dispensed with internally. But national 
armaments should be converted into an international police force, within the 
framework of the United Nations, just as rapidly as is possible. Not 
American but Russian policy has hitherto blocked development of a UN 
police force and has made necessary the Atlantic Pact. But the Atlantic 
Pact is itself a form of international police action. It, too, must be inte- 
grated as closely as possible with the United Nations. 

(2) Continuation and extension as necessary of present efforts to support 
economic recovery throughout the world. The continuation of the world 
recovery program depends basically upon the strength of the American 
economy, so we must clear the way for private enterprise to stabilize our 
domestic economy, and help it with government policy to moderate the 
hollows and peaks of the business cycle. 

(3) Strengthening along a wide front the sharing of American technical 
and educational “know-how” with the rest of the world. This will not be 
a one-way street ; we, too, will learn. Out of our experiences, however, we 
can help other peoples, not only the so-called backward peoples, into their 
right. place in the modern world. 

(4) Awakening to the fact that this is a “warfare” for men’s minds, and 
that the issue is the validity of God’s individual man against the assertion 
of the all-powerful, materialistic state. We, too, have conceded too much to 
materialism in the last century. Only a spiritual awakening will really bring 
us peace. This is not idealism alone. Our spiritual heritage is a dynamic 
and revolutionary fact. Applied in economic, political, and social action, it 
makes any other “revolution” vain and illusory. When we awaken to this 
heritage and begin measurably to apply it, we will demonstrate in human 
experience the harmony and progress which is God’s law for man. 


—Erwin D. Canham, editor of the Christian Science Monitor, 
— before the Boston Credit Men’s Association on March 
23rd. 





must continually keep before us 
their changing aspects to determine 
their worth to satisfy debt. 

During the war years most re- 
ceivables are narrowed down to com- 
ing directly or indirectly from the 
U. S. Government. To amplify that 
remark a bit. During the war years 
the sales outlet in most cases sim- 
mered down to one customer—the 
U. S. Government. And of course 
on the other side of the balance 
sheet and that same customer—the 
U. S. Government. On one hand, 
Uncle Sam as a customer, and on 
the other hand, Uncle Sam as a tax 
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collector. A mixed blessing to say 
the least. Good in the sense that 
there was no question of that cus- 
tomer’s ability to meet his obliga- 
tions. Bad in the respect that no one 
could say with certainty just how 
the loss of that customer would af- 
fect the business. Again in my 
humble opinion, the effects perhaps 
still remain to be demonstrated once 
the present and remaining backlogs 
are filled. 


INCE the close of the war, receiv- 
ables have undergone a changed 
(Continued on page 29) 
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A BREAK-EVEN POINT 


as a guide to profit 


by R. LYNN GALLOWAY, 


General Credit Manager 
Eastman-Kodak Company 
Rochester, N. Y. 


C): E of the tools of management which is being 
used more extensively in business today is com- 
monly referred to as the “break-even point.” It 
might also be described as a thermometer or measuring 
stick, since it indicates the degree of flexibility of any 
business operation and its ability to adjust itself to 
changing conditions. 

The increased interest in this particular measurement 
of business operation is undoubtedly due to the fact that 
during the past few years, break-even points in almost all 
kinds of business have drifted higher and higher. As this 
trend continues, the margin of safety against higher 
costs, sales decreases, and errors in management becomes 
smaller. 

Such a trend takes on additional importance when it 
is realized that a considerably increased amount of 
money is now required today to adequately finance the 
same unit sales volume of a few years ago. Most busi- 
ness managers of today, therefore, find not only their 
margin of safety decreasing, but also are faced with the 
additional problem that each decision made today in- 
volves more dollars than it formerly did. 


F this is a general trend, it seems worthwhile for any 
business manager to examine the position of his own 
business in relation to it, to do what he can to control 
the trend, and if possible to work toward a reduction in 
this break-even point. 

In any business operation the break-even point is 
reached when the sales income secured exactly offsets 
all expenses of the business for any given period. Since 
most businesses calculate the results of their operations 
for a period of a year, and some of their expense obliga- 
tions are assumed for a similar length of time, the break- 
even point is generally calculated on the same basis. 

The way in which this break-even point is expressed 
is a matter of choice. It may be referred to in terms of 
the dollar volume of sales required, such as a break-even 
sales volume of $250,000. It may also be referred to 
as a percentage figure representing that part of total 
sales volume for a year which must be secured to break 
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even with expenses. A third, but less common way of 
expressing it, is in terms of the month of the operating 
year in which all expenses will be covered. 


_ calculation of a break-even point involves the 
same sales and expense factors as are commonly used 
in figuring the operating profit of a business, or in plan- 
ning a budget. The difference occurs in the way in 
which expenses are analyzed and grouped together. 

When figuring profits or planning an operating bud- 
get, expenses are usually divided between those affect- 
ing the cost of goods sold and gross profit, and those 
representing the cost of making sales, such as salesmen’s 
salaries, delivery expenses, etc. In addition, it is custo- 
mary to divide among the various months of the ac- 
counting period, certain expenses such as taxes, rent, 
depreciation and other so called fixed charges, although 
they bear no particular relation to the income of the 
months over which they are pro-rated. 


CHART | 


FACTORS USED TO CALCULATE 
SALES 


EXPENSES 
FIXED 
VARIABLE 


The same sales and expense factors are shown on 
Chart 1, but for break-even point calculation purposes 
the expenses must be divided between fixed and vari- 
able. Fixed expenses are those which must be paid for or 
become a charge against business operations regardless 
of the amount of sales secured, or the month in which 
the income is produced. Variable expenses are those 


CREDIT AND FINANCIAL MANAGEMENT, October, 1949 








which change in relation to the amount of business vol- 
ume. 


HE procedure involved in this calculation is outlined 

on Chart 2. The first step is an examination of all ex- 
penses, identifying each as fixed, variable or a combina- 
tion of both. 


CHART II 


ProcepureE FOR CALCULATION 
CLASSIFY EXPENSES S DETERMINE CUMULATIVE SALES 


FIXED 6 CONSTRUCT CHART SHOWING 
VARIABLE DOLLARS 
COMBINATION * SALES VOLUME 

2 DIVIDE TOTAL EXPENSE z PLOT ON CHART 
FIXED TOTAL EXPENSE LINE 
VARIABLE TOTAL SALES LINE 


a DETERMINE % VARIABLE EXP # LOCATE BREAK EVEN POINT 
aFIGURE CUMULATIVE EXP SALES REQUIRED 
ALL FIXED % TOTAL SALES 
CUMULATIVE VARIABLE MONTH OF THE YEAR 


Once each expense has been so identified, the amounts 
involved that represent fixed expense can be segregated 
from those amounts representing variable expense. Such 
an analysis requires a close examination into the nature 
of the expense, and the affect a variation in sales volume 
may have on it. Some expense items may contain both 
fixed and variable elements and should be divided ac- 
cordingly. 

An illustration of how individual expense items might 
be classified, and the amounts involved grouped by the 
fixed and variable categories, is shown by Chart 3. As 
indicated, cost of materials and the freight and express 


CHART Ill 
C XPENSE CLASSIFICATION AND ANALYSIS 
EXPENSE CODE FIXED VARIABLE 
COST OF MATERIAL V 201,000 
SALARIE S C 32,000 9Q000 
OCCUPANCY F 21,000 
Sele ¢ aa — 
cecum V Se 
sical F tad 
en V a 
TOTAL 86,000 360,000 


* FIXED AND VARIABLE \7 2 72} 


applicable to incoming materials are considered variable 
expense. Such things as salaries, advertising and taxes 
may contain both fixed and variable elements. Rent or 
occupancy expense is generally a fixed item unless a part 
of it is calculated as a percentage of sales. Good business 
operation requires adequate maintenance and repairs 
which generally are influenced very little by sales vol- 
ume. Therefore it is usually a fixed expense. 
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t= next step in the calculation procedure is the de- 
termination of the percentage of sales represented by 
the variable expense total. This is necessary as a basis 
for calculating variable expenses as they accumulate 
month by month according to the sales volume secured. 

As indicated earlier in this discussior, an analysis of 
expenses from this point of view, emphasizes the fact 
that a certain part of the expense involved does not vary 
in proportion to sales volume. Therefore, it becomes an 
immediate charge which the future operation of the 
business must absorb. Using this fixed expense as a 
starting point, the total expenses which the business 
must absorb can be calculated by adding each month, 
that percentage of sales volume secured which repre- 
sents variable expenses. This calculation and the manner 
in which one can build up a similar monthly cumulative 
sales total, are illustrated on Chart 4. 


CHART IV 


CumuLATive MONTHLY EXPENSE - SALES 
FIXED VADIRBLET OTAL MONTH EUMULATIVE 


JAN 86000 +=14400 100400 20000 20000 
FEB 14400 114800 20000 40000 
MAR 21600 136400 30000 70000 
APR — — — — 

DEC 28800 446000 40000 500000 


With this information available, a chart can be con- 
structed which will show the break-even point of the 
business. On Chart 5, the vertical line represents sales 








CHART V 
SALES FIXED EXPENSE 17-VARIABLE 72 7 
500000 
45000 
4000 
350000 


300000 
250000 
200000 
150000 
100000 
$0000 


6l * 





v) ZU 30 40 50 60 JO & 
JANFEB MARAPRMAY.JUNJUL AUG SEP OCTNOVDEC, 
volume, while the horizontal line has been marked off in 


sales percentages and also months of the year. Starting 
with the total of fixed expenses and adding to it each 
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month the variable expense as it accumulates on the 
basis of sales volume, a total expense line can be plotted 
on the chart as illustrated. 

Similarly, the total sales as they accumulate can be 
plotted on the chart as indicated. The spot at which the 
two lines cross, is the break-even point, which in this 
illustration can be expressed as approximately 61% of 
sales or $303,600. You might also say that the business 
did not reach a break-even basis in its operation until 
August. Thereafter, profits began to accumulate. 


ET us assume for the moment that. this: particular 
chart represents the operations of your business for 
the year just ended. Let us also assume that in your 
planning for this year you must make. decisions which 
will not change the percentage of total expenses to sales 


CHART VI 


SALES — FIXED EXPENSE 22% VARIABLE 67% 


* 500,000 
450,000 
400,000 
350,000/- _ 
300,000 
250,000 
200,000 
150,000 
100,000 
50,000 





10 20 30 40 50 60 70 80 90 100% 
ISI FIMIAIMISI IAI SIOINIDI 


anticipated, but will nevertheless transfer from the vari- 
able to the fixed classification an amount of expense 





CHARTVIE ts 
SALES FIXED EXPENSE 227% VARIABLE (27: 


500,000 


5 392,800 
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This study of the Break-Even Point was made by 


Mr. Galloway as a special service for Eastman- 
Kodak customers. The Editors are grateful to 
Mr. Galloway for permitting us to pass along his 
thoughts on this important subject to all our 


readers. 





equal to 5% of your sales volume. The effect of your 
decision on the break-even point of your business is 
illustrated by Chart 6. Now your break-even point has 
been raised to 67% of total sales or a volume of $333,- 
300. Your margin of safety has declined accordingly. 

Should you decide to change your operations in such 
a way that fixed expense would be increased by an 
amount equivalent to 5% of sales anticipated, and the 
variable expense percentage remained the same, the re- 
sult would look like Chart 7. The break-even point 
would be 78% or a sales volume of $392,800, which 
would not be attained until October, the tenth month of 
operation. 

With such a significant decline in the margin of safety 
confronting him, a prudent business manager would 
certainly want to-know how much additional sales vol- 
ume would be required to maintain the same break-even 
point he had before. The answer in this illustration is 
$89,300. His problem then becomes one of deciding 
whether or not the additional fixed expense will produce 
the required additional sales volume, or do other advan- 
tages to be gained justify this reduction in the margin 
of safety. 

Similar illustrations might be prepared by varying 
any of the three basic factors, fixed expense, variable 
expense of sales volume, just as these may vary in your 
own business operations as a result of decisions you 
make or conditions with which_you are faced. 


. most important part of any information is the 
use made of it. Calculation of the break-even point 
of your business provides information which can be used 
in several ways. 

When applied to your operations for the year just 
completed, it shows just how long you had to wait be- 
fore those operations became profitable. The analysis of 
expenses required to calculate your break-even point 
gives you a second look at some of these expenses from 
a different point of view. You can measure the flexibil- 


(Continued on page 32) 
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What makes a qualified 





credit executive ? 


ever started their business ca- 

reers with any intention of be- 
coming credit executives; in fact, 
had the thought crossed their minds 
they would have made an “about 
face” and directed their energy in 
some other direction ; the reason be- 
ing that the position has inherited a 
reputation of disagreeableness prin- 
cipally because it becomes necessary 
at times to refuse a customer credit 
or take peremptory action to collect 
a past due account, thereby engen- 
dering the ire and condemnation of 
the salesman, the sales department, 
and possibly others. 

This should not be, because a sale 
is not fully completed until collec- 
tion has been consummated; furth- 
ermore, unless collections are made 
promptly and in keeping with terms, 
the channel of commerce becomes 
clogged, stopping the free flow of 
credit which means the free flow of 
merchandise. 


= credit men and women 


Y my opinion, most of the differ- 
ences that develop between the 
credit department and the sales de- 
partment can be traced to the credit 
executive himself for not consider- 
ing that he is an arm of the sales de- 
partment, with the power to increase 
sales for his company through the 
diplomacy exercised in handling his 
job. 

At times, this diplomacy may be 
in the nature of an all-out effort to 
maintain the most congenial rela- 
tions with the sales manager himself, 
who may not be the easiest man in 
the world to get along with, because 


by E. W. HILLMAN 


Treasurer, Federal Glass Company, Columbus, Ohio 


such a position requires one with 
considerable drive, aggressiveness 
and initiative, which attributes too 
often are not combined with tol- 
erance and understanding. 

Great care should be exercised in 
writing collection letters so that they 
carry the sales point of view. Sure, 
it is necessary to ask for your money 
when an account becomes overdue, 
but, in so doing, see to it that such 
letters convince the customer of 
your earnest desire to be of further 
service, welcoming such orders as 
he is currently placing, along with 
his remittance. This procedure can 
be followed until such time as it be- 
comes evident that collection cannot 
be made on a friendly basis. 

While speaking on this depart- 
mental relationship, I would like to 
touch on the importance of keeping 
salesmen informed on the condition 
of their customer’s accounts. Many 
times a word from Bill, the sales- 
man, to John, the customer, will 
produce positive results and weld 
friendship, when collection letters 
might prove a source of estrange- 
ment. Customers differ one from the 
other; a smart credit executive 
quickly learns these differences and 
capitalizes on them by not trying to 
handle all cases alike. In other 
words, he employes strategy and 
good judgment. 


Qualifications 


T is difficult to describe or tabulate 
the required qualifications for a 
successful credit executive, inas- 
much as the variations between men 
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are so pronounced. One may possess 
marked ability as a salesman, an- 
other as an accountant, another still 
something else and yet all be highly 
efficient credit executives. Of 
course, the fundamental requisites 
for a credit executive must be pres- 
ent in the make-up of each, namely: 


Ability to weigh and measure the 
facts upon which credit is based and, 
from such information, reach a de- 
cision to approve or decline an or- 
der; also ability to collect accounts 
in accordance with terms of sale 
while preserving the customers’ 
friendship, goodwill and future pa- 
tronage. 

Needless to say, honesty is neces- 
sary in all undertakings and rela- 
tionships, financial or otherwise, 
whether with customer, business as- 
sociate or company officials. 

Integrity. That qualification of 
soundness and uprightness of char- 
acter necessary to beget the confi- 
dence of others. 


Initiative to carry on without su- 
pervision. Initiative to develop im- 
proved procedures and plans in han- 
dling the credit executive’s duties 
expeditiously and economically. 

Sincerity, that quality appreci- 
ated so thoroughly in business rela- 
tions, that is, being in reality as in 
appearance, genuine. Meaning pre- 
cisely what one says, combined with 
honesty and soundness of purpose. 

Congeniality is one important 
qualification in credit work, the 
same as in many another position 
of responsibility. The ability to get 
along with people without friction 
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The author delivered this address during the meeting of 
the Paper Products and Converters credit group meeting 
at the 53rd annual Credit Congress. 


spells one’s success or failure to a 
very great extent. 

A marked degree of courage is 
vital to a good credit executive for 
the reason that risks must constantly 
be taken with off-rated and border- 
line accounts that in the aggregate 
are responsible for a high percentage 
of total sales. At times courage must 
be combined with patience, where 
an account becomes slow, needing 
extra time to pay and, in the mean- 
time, additional merchandise. 

Naturally, other necessary and 
essential qualifications could be tab- 
ulated but I feel that if those al- 
ready mentioned are possessed by 
the credit executive, he or she will 
automatically be blessed with the 
others to a greater or lesser degree. 


Education 


Not many credit executives to- 
day took special training for 
the positions they fill. Most of them 
were tagged by an officer of their 
company because they had done a 
particularly outstanding job in an- 
other department, or perhaps they 
possessed good personal appearance, 
or—because of the distasteful na- 
ture of the work—the last book- 
keeper hired was given the job with- 
out taking into consideration his or 
her qualifications. 

As the person filling the position 
of credit manager—in some com- 
panies credit and collection manager 
—is so important in the overall pic- 
ture of service each company is try- 
ing to render its customers, he or she 
should have the equivalent of a liber- 
al arts education as a foundation. 

Particular subjects to which atten- 
tion should be focused in prepara- 
tion for credit work should encom- 
pass: economics, to give the stu- 
dent an understanding of the laws 
controlling supply and demand, the 
establishment of prices in an indus- 
try, the law of diminishing returns, 
marginal operations, profits, losses, 
etc.; psychology to develop, 
through practice, soundness of 
thought and application, also per- 
sonal control, calmness and judg- 
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ment; salesmanship essential in 
every contact, whether with a su- 
perior officer, a fellow employee, 
company customer, or the wife or 
girl friend. Some have natural tal- 
ent, while others must learn through 
study and application ; business let- 
ter writing, so as to express one- 
self in a courteous, concise and con- 
vincing manner; accounting, par- 
ticularly necessary to give one a 
clear understanding and picture of 
what lies behind all items appearing 
in a financial statement or operating 
report; and financial statement 
and ratio analysis, making it pos- 
sible to properly weigh and measure 
the financial strength of a company 
when called upon to establish a 
maximum line of credit. 

In recent years, many universities 
have added to their curriculum a 
course in credits and collections; 
likewise, the National Association of 
Credit Men sponsors such a course. 
In these courses, parts of all sub- 
jects here classified are covered so 
that the student, upon finishing the 
course, should possess a reasonably 
sound theoretical background. 


Training 

HE training for what I consider 

an accomplished credit executive 
covers just about everything in the 
book. I have found that the person 
who has worked in a number of de- 
partments of the company and un- 
derstands the system thoroughly, 
particularly as to the departmental 
relationship and reponsibilities, can 
assume the position with the least 
inconvenience and disturbance from 
a mechanical standpoint, while to 
meet the practical features of the 
position an accounting background, 
possibly some public accounting 
work, business letter writing and 
selling are essential. We all know 
that credit executives are developed 
on the job to a great extent. Much 
depends on their ability to analyze 
correctly the data before them when 
orders are passed, if losses are to 
be avoided; also, the care and at- 
tention paid to collections becomes 
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paramount if a large volume of 
business from off-rated customers is 
to be profitable. 

A young person in credit work 
will do well to keep in close touch 
with the local office of the credit 
association and attend the business 
and educational meetings, taking an 
active part in all forum and panel 
discussions. Such knowledge as is 
gained will be very helpful and prac- 
tical and to a great extent applicable 
to his or her own problems. 

A policy of visting customers in 
their places of business should be 
pursued diligently for the best inter- 
ests of all concerned. Only then, 
many times, does the customer learn 
that the credit manager is human 
and his best friend. In my travels, 
sometimes alone, sometimes with 
our sales representatives, I have 
learned many things that do not ap- 
pear in credit reports, have counsel- 
ed with customers, answered ques- 
tions, given advice—accounting, fi- 
nancial, and otherwise—and must 
say that the benefits have been mani- 
fold. Mostly, such visits have di- 
rectly influenced the granting of 
larger lines of credit, better cus- 
tomer relations and closer sales de- 
partment cooperation. 


Conclusion 


HE well-trained credit executive, 
possessing ambition and man- 
agerial ability, is on the ladder of 
advancement, providing some part 
of the busy day or night is devoted 
to furthering his education on busi- 
ness subjects such as finance, higher 
accounting, budgetary control, in- 
surance, taxes, personnel, manage- 
ment subjects, etc. Of course, every 
opportunity to apply knowledge 
gained through study profits the stu- 
dent and likewise attracts the atten- 
tion of executives in position to pro- 
mote the individual in possession of 
that combination of qualifications 
needed in positions of greater re- 
sponsibility. 

If one is ambitious and will lay 
out a course of study that will equip 
him for the job ahead, you can be 
sure that, as night follows day, the 
glorious opportunity will be waiting 
when he is ready to assume the 
coveted position, or one of even 
greater responsibility and remunera- 
tion will be waiting, about which he 
has never dreamed. 

(Continued on page 29) 








Credit Administration and the 








BUSINESS CYCLE 








expression for you. The last 

twenty years of economic 
thought have been marked by much 
discussion of these so-called cycles. 
Passionate argument has been in- 
dulged, and out of the babble there 
appeared to develop two schools of 
thought, the one maintaining that 
cyclical trends of business were in- 
evitable and almost of definitely-to- 
be-measured duration, the other 
averring that these swings from 
prosperity to depression were sinis- 
ter creations, sired by indiscretion 
and conceived by psychological per- 
turbation, and their birth could not 
be forecast. 

Frankly, just at this juncture, I 
would much prefer not to be consid- 
ered a proponent of either theory, 
but the topic requires the adoption 
of certain premises. Therefore, I 
shall first review a very commonly 
accepted interpretation of the busi- 
ness cycle and relate the employment 
of credit to the stages into which the 
cycle may be divided. 

Briefly, there are four stages in 
the cycle: prosperity, crisis, depres- 
sion and recovery. Now, in order to 
analyze these stages, it is necessary 
that we establish some impelling mo- 
tive that underlies them. That is 
simple enough. 

Business is conducted with one 
major aim, and that is for profit. 


B exes cycles! There’s an 
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Almost every commercial act resuits 
from the expectancy of gain. For 
that matter, there are few humans 
actions that can truly be said to be 
entirely free from the self-better- 
ment impulse. 

Bear in mind, therefore, that the 
human mind has this frailty, and it 
is easier to understand the psycho- 
logical aspects of the cycle. 

So, we will say that the profit out- 
look is the governor of business ac- 
tivity, and thus the vital element in 
the business cycle. 


oo the prosperity period, 
we find the following: rapid 
consumption accelerates production ; 
productive capacity is taxed until 
high cost facilities become necessary 
to meet demand; increasing employ- 
ment brings higher relative labor 
costs because of inefficient workers ; 
primary materials tend to increase in 
cost faster than prices for finished 
goods ; more and more capital is bor- 
rowed and rates advance; the profit 
outlook has been so promising that 
credit has been advanced freely on 
the assumption of assured liquida- 
tion; the flotation of securities goes 
on at rapid pace. 

Then what? Prices have finally 
risen to the point where consumers 
will no longer pay. Business finds 
heavy inventories and charges on 
capital investments require heavier 
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Speculation 
thickens and securities are unloaded, 


borrowings. money 
especially before dividends shall 
shrink. Banks then begin to call in 
loans to conserve reserves and save 
profits. Scarcity of funds drives in- 
ventories into quick sales. Prices 
tumble rapidly. Business confidence 
weakens and pessimism sets in. 

And here is Crisis, the down turn 
in business. The profit outlook is 
dismal. Frozen investments, top- 
heavy inventories, high interest 
rates, banking distress, stock market 
collapse, the beginning of unemploy- 
ment, idle factories, insolvency, tight 
credit—in a word, chaos. 

Then gloom! Old man Depression 
is with us. The unwelcome guest 
has arrived. We didn’t send him a 
written invitation, but we did about 
everything else possible to urge him 
to come. Maybe we didn’t mean io, 
but how is he to know that? 


ERE we are, with no profits in 

sight. Bankruptcies have been 
many. Operating losses are com- 
mon. Business is squeezing out the 
water. Everyone looks to waste cor- 
rection, and all sorts of economies. 
Capital for production purposes is 
not wanted, and interest rates are 
unattractively low. Distress among 
workers has reduced purchasing 
power and this, with the folly of 
crazy production, results in low com- 





13 


modity prices. Legitimate markets 
suffer from distress merchandise. 

Credit is watched as tenderly as a 
new-born babe. Business looks to 
Government for all kinds of legisla- 
tive panaceas for its illness, as 
though such were possible. Business 
forgets, or is incapable of recogniz- 
ing, that it is merely paying the price 
of indiscretion, and that the only 
thing it really needs to do is put its 
house in order. Artificial restora- 
tives can produce only temporary 
betterment, with a consequent and 
more painful impairment. As far as 
legislative or paternalistic action is 
concerned, we have only to review 
the history of other governments’ 
experiments to discern the inevitable 
result. 


UT every depression comes to an 

end eventually. Concert of sound 
economic thought and action swings 
business around the corner. It be- 
gins to look as though there might be 
some profits to secure, after all. 

Without crossing any definite or 
distinguishable boundary, we sud- 
denly awaken to the fact that we are 
really in the period of recovery, and 
then the climb to prosperity is on. 
And, incidentally, under the existing 
order of things, we shall probably 
make the same mistakes all over 
again. Notice, I say mistakes, which 
brings me to the point in this dis- 
cussion where its appropriateness 
may he established. 

But now I'll have to go back again 
to where profit as the impelling force 
was adopted, for it was there that we 
adopted one of the theories advanced 
by economists as the explanation of 
cyclical changes. 


ERE are several of those the- 
ories, ranging from that of Karl 
Marx, with its “surplusage of prod- 
ucts because of underpaid labor” 
through over-production, to the ex- 
pansion and contraction of credit and 
money. . 

He would be ambitious, indeed, 
who would venture definitely to 
enunciate an infallible theory in these 
days of economic change and devel- 
opment. Yet I ask you to judge 
with me this analysis. 

First, I assume you will not chal- 
lenge profit as the motive. Next, I 
ask you to disregard the pure eco- 
nomic theory that there can be no 
overproduction because of the ex- 
tensibility of human wants. That 
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There is the present more genuine concern among 
credit executives about the business cycle, why it hap- 
pens, how it happens and who is responsible for it than 
has existed for a long time. These thoughts on the subject 
were contributed by the author during the meeting of 
the drugs, cosmetics and pharmaceuticals credit group 
at the 53rd annual Credit Congress. 


theory, for our purpose, could be 
tenable only if there were no physi- 
cal restrictions on consumption. 

Now what have we? The logical 
conclusion that the pursuit of profit 
is likely to lead to overproduction, 
and overproduction is merely a form 
of speculation. 


HAT makes overproduction 

possible? Is it wealth? Yes, 
but only partly, as you of the credit 
profession so well know. 

Sometimes we very loosely say 
that capital makes production pos- 
sible, for capital is wealth used pro- 
ductively. But much of this so-called 
capital is not truly such, for it is in 
reality only credit. Credit is the 
trust of capital, and being a trust, 
is expansible, and divisible in its ex- 
panded form, which could not pos- 
sibly be true of physical wealth. 

If, in building this presentation, I 
seem to be indulging too freely in 
the elementary principles, I can only 
ask you to bear with me, while I de- 
velop what seems to be a logical con- 
clusion. That conclusion is this: the 
cyclical changes through which we 
pass may be explained as resulting 
from gains made or losses incurred 
in speculation, made possible by 
the use or abuse of credit, because of 
the pressure or absence of prospec- 
tive profit. 

Think it over! 


ET’S think back to the upswing 
of 1927, ’28 and ’29. For that 
matter, any similar period would 
do just as well. Remember how 
active trade was. Prices were high, 
construction rapid, capital outlays on 
all sides were large, and securities 
were steadily enhancing in market 
price. Business mortality was fairly 
low and everything seemed merry. 
Profits were to be had not only as 
the result of sagacity, but also re- 
gardless of it. 
How, then, did we treat our 
credit? 


We remembered that it had the 
property of being expanded amaz- 
ingly—that a dollar of gold could 
support many dollars of credit. Un- 
fortunately, we did not remember 
that credit dollars, when thrown into 
circulation, were not under com- 
plete control. 

We let our credit out for tremen- 
dous capital investments. We per- 
mitted it to be used for commodity 
production beyond all reason. We 
gleefully watched it bandied about 
on the security exchanges, at a time 
when common stocks were entering 
the market in unbelievable amounts, 
And just at this point, let me remind 
you that common stocks, more than 
any other class of securities, find 
sales the freest when profit prospects 
are the best. Common stocks repre- 
sent capitalized future excess earn- 
ing power. 

We watched these stock prices 
advance far beyond the levels com- 
puted by all reasonable formulae, 
and you can remember the repeated 
statements that prices were not out 
of proportion. Did we watch the 
extraction and production of pri- 
mary materials? Did we insist upon 
amortization of collateral loans on a 
systematic basis? Did we discourage 
the establishment of new business 
houses in a field discernibly glutted? 
Did we give any heed to that always 
sure warning found in the merger 
wave which was sweeping the 
country? 

To our shame, be it said we did 
none of these, and we should be par- 
ticularly chagrined that we didn’t 
recognize what the merger period 
presaged. Mergers usually follow a 
period of increase in distribution 
costs, when the only apparent econ- 
omies to be effected in the attempt 
to maintain profits are those of dis- 
tribution. 

But when the Crisis came—ah, 
then it was different. How the bank- 
ers scrambled for cover, and sat up 
all night calling for margins! How 
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they squeezed down on commercial 
loans! And how the manufacturers 
and merchants began to scrutinize 
their accounts and to press collec- 
tions! Money shot out of the call 
market at lightning speed. 

Really, I don’t need to remind 
you of all this, for although we may 
forget, as we forget pain once we 
are well, nevertheless, it behooves 
us to retrace our steps, following 
the footprints in the sands of time, 
so that, surveying the pitfalls, we 
may become more alert, and not al- 
low the profit era which we have 
now to lull us into blissful disregard 
of our last economic spanking. 


AD a depression year, 1930 ranks 
with the worst. Except for 
the recollection of a reserve ratio 
fallen into the forties, 1920 now 
seems far less acute. Take the bank- 
ruptcy situation. When the books 
were closed, and Father Time took 
his accounting of 1930, the failure 
curve was found to have topped all 
previous levels, not only in the num- 
ber of mortalities, but in the aggre- 
gate of liabilities as well. 

This condition hung over into 
1931 as well, for despite the prom- 
ising signs in sight, we had not com- 
pletely liquidated our excesses. 

As we look in retrospect, we find, 
possibly, little analogy to our pres- 
ent situation, but nevertheless, as we 
have traveled through a period of 
business acceleration and impetus of 
profit, we must steel ourselves for 
the inevitable economic reactions, 
and remember that to survive dis- 
aster, we should seize upon the 
present opportunity to prepare for 
the uncertainty of the morrow. 
Equipment should be kept in a con- 
dition of efficiency. Commodity lines 
should be revised and adapted to the 
whims of the new markets. Never 
was there a better time to refine 
personnel. Credit will be needed for 
this period of readjustment. 

Distribute that credit wisely. Let 
your trust be founded on facts, rather 
than on assumption only, for it is in 
just such periods as this which 
obtain at this immediate moment 
that the administration of all credit 
imposes an incalculable responsi- 
bility. 


T is all very nice for us to speak 
| in positive terms about the credit 
profession, but we must be careful 
that we speak the truth. There is 


too great a likelihood that men may 
profess to be credit executives, rather 
than prove to be qualified members 
of the credit profession. 

Unless we bring to credit admin- 
istration a true conception of eco- 
nomic order and a realization of the 
results of economic malpractice, we 
cannot properiy undertake the wise 
control of credit. 

In production and trade, the op- 
portunities for improvement are 
enormous, not merely where tech- 
nology is concerned but instead, and 
more important, where international 
absorptive capacity is concerned. 
But, mark you, the adjustment of 
production is an extremely delicate 
operation, which cannot be per- 
formed on any one part of the 
economic body alone, when the pos- 
sibility holds that any other part of 
the body can support the same kind 
of growth. Nor can we have sane 
control of production values through 
any fantastic scheme of paternalistic 
subsidies based on dumping or in- 
definite storage, when such a scheme 
can set in motion forces which will 
invariably produce results exactly 
opposed to those desired. 


LOS ANGELES 
CALLING! 


Plan now to attend 


the 54th annual 
Credit Congress 


May 14-18, 1950 





Generally speaking, production 
excesses can more easily occur in 
primary goods than in fabricated 
goods, because primary producers, 
such as in agriculture, do not have 
the background of business practice 
more commonly found in other kinds 
of production. The waiting period 
between the start of production and 
the consummation of sale is likely 
to be relatively long and to be 
marked by developments adversely 
affecting prices or reflecting on 


supply. 


Now let’s get back to homely 
cases once more. Academic dis- 
cussion may be interesting, but 
homely truths are more arresting. 
How were your credit losses last 
year? I have asked that question 
frequently in the last few weeks, of 
various gatherings of credit people. 
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The average answer accompanied by 
much grave head-shaking, has been 
that losses were higher. And then 
the alibis begin. 

But I believe that if the truth 
were known, much of that loss could 
have been averted by hard and pains- 
taking work. True evaluation of 
risk, instead of acceptance of it on 
faith so great as to be impatient with 
challenge would undoubtedly have 
revealed the inferiority of risk, and 
have guided us to wise decisions. 


What about it? Is it just a mere 
matter of some red ink entries, to be 
forgotten when the new fiscal period 
starts? Oh no! Any such credit 
loss as has been sustained through- 
out the country last year exacts a 
terrific toll from human welfare. 
We are prone to think of our credit 
losses aS Our own immediate con- 
cern. We overlook the true calamity 
found in the business which has 
been extinguished, and the labor 
which has lost its livelihood—in the 
machinery, equipment and commodi- 
ties thrown into distress sale and 
the competitive result thereof. Our 
own losses are but an infinitesimal 
part of the aggregate loss, and this 
aggregate and its effect on business 
are what cause the bread lines to 
form. 


E credit people, great or hum- 

ble, bankers or manufacturers 
or traders, have a terrific job before 
us, and that job is our own en- 
lightenment. We need to learn much 
more about this delicate credit ma- 
chinery with which we are forever 
tinkering .unintelligently, but I be- 
lieve that even more we need to 
learn how vitally necessary it is that 
we coordinate our credit activities. 
If there be any function in business 
demanding unity of purpose, stand- 
ard practice and the elimination of 
individualism and all that it con- 
notes, it is the credit function, above 
all. 

Without this education, we can do 
no better than in the past. We shall 
repeatedly be forced to witness re- 
curring cycles of prosperity and 
depression. 

But if we acquire it—then we can 
so control our credit that it may 
never be employed so speculatively 
in the pursuit of profit as to encour- 
age those excesses which plunge us 
from the dizzy heights of prosperity 
to the darkest depths of despair. 
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The setting and controlling of 


Credit Limits in the Construction Industry 


cussion of our subject, read 

the remarks in the box on the 
opposite page. I am sure that you 
will agree that this is a very succinct 
and truly descriptive explanation of 
the importance of the credit execu- 
tive in business today. And while 
these statements are true of the 
credit executive in any business, act- 
ually it is my belief that it is much 
more applicable to the credit execu- 
tive in the building supply and 
construction field, because here the 
amount of credit extended to each 
customer is in most cases much 
greater perhaps than in many other 
fields, but in all events, certainly 
subject to much more rapidly chang- 
ing conditions. 

Now to create the setting for our 
discussion, here are some figures 
indicative of a trend in the construc- 
tion field. In 1947, the number of 
bankruptcies in the building con- 
struction field amounted to 239 with 
total liabilities of $7,211,000. In 
1948, there were 439, almost twice as 
many, with liabilities of $15,609,000, 
over double the liabilities of 1947. 
Also, in the first quarter of 1949, 
profits of companies engaged in sup- 
plying building materials dropped 
over 25% as compared with the first 
quarter of 1948. This climb in busi- 
nes failures combined with the drop 
in profits due to decreased sales 
certainly gives additional warning of 
possible adverse conditions ahead. 
All of us know that collections have 
been slowing up, that cash discounts 
are not being taken in many instan- 
ces, that more accounts are becoming 


K EFORE we enter into a dis- 
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by ALBERT A. BESTE 


Controller, Koenig Coal & Supply Co., Detroit 


overdue, and that bad checks and 
post-dated checks are on the rise. 
So under these conditions, it is in- 
deed logical to discuss the important 
subject of setting and controlling 
credit limits. And I might add that 
setting and controlling credit limits 
on the part of the credit executive 
probably reflects more on his ability 
and contributes more to his success 
or failure than any other detail 
which he handles. 


ecrmigeg ie before proceeding fur- 
ther, I should say that there are 
two schools of thought with respect 
to the subject of credit limits. The 
first school, and the one to which 
most of us belong, I am sure, feels 
that credit limits are desirable and 
necessary for efficient credit man- 
agement. The second school, how- 
ever, feels that credit limits have no 
place in a progressive sales policy, 
that the principle is incompatible 
with high sales volume. In fact, one 
extremely sales-minded individual 
once remarked that setting a limit on 
an account in advance of the account 
being used and so informing the 
customer, was just like inviting 
someone over to your home for the 
evening, telling him what a good 
time he is going to have, and then 
telling him that he will have to leave 
by 10:30 as you have to get up early 
for work the next day. Of course, 
this is certainly an exaggerated com- 
parison, to say the least, and none 


of us subscribes to the second school 
of thought on the subject of credit 
limits, I am sure. 

Of course, at the outset, let me 
say that credit limits are not used 
in all cases. Where a customer has 
a triple A-1 credit rating in fact, any 
rating above B-1 with high credit, 
he should not, in my opinion, have 
any restriction placed on his account, 
No matter how high the account 
may run, you are perfectly secure in 
thinking that such a customer would 
not obligate himself or theirselves 
beyond their ability to pay, no mat- 
ter what the amount. But perhaps 
less than 10% of our customers fall 
in this category, so it is still nec- 
essary to continue our discussion. 


O continue to create the setting 

for our discussion, let me give you 
some of the advantages of using 
credit limits, as determined from our 
own company’s experience: 

1. Credit limits operate as an overall 
control in the extension of credit. 
Controls are necessary in every 
phase of business for efficient 
management. Credit controls are 
essential to guarantee efficient, 
profitable operation in the exten- 
sion of credit. , 

. Credit limits set up in advance 
when an account is opened pre- 
vent misunderstandings between 
the sales and credit departments 
and help build cooperation and 
teamwork. 


An address delivered before the building material and 
construction group at the 53rd annual Credit Congress. 
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3,Credit limits prevent wasted sell- 
ing effort. The sales department 
knows in advance how high the 
customer may be sold so they will 
not spend time and effort trying 
to sell more than the limit allowed. 


4,Credit limits aid in reducing col- 
lections. There is no argument 
about this, I am sure. ‘When the 
customer knows that he has a defi- 
nite limit beyond which credit will 
not be extended, he will not per- 
mit his account to go over it. This 
practice automatically insures 
your company of adequate work- 
ing capital which would be de- 
creased by long-outstanding ac- 
counts receivable. 


5. Credit limits prevent losses, for 
the same reason they help collec- 
tions. They are mutually help- 
ful to the customer and the seller 
by preventing unwise expansion 
on the part of the customer, 
bringing any unusual conditions 
to the attention of the credit exec- 
utive automatically. 


6.Credit limits give you automatic 
control over your accounts receiv- 
able, enabling assistants to handle 
speedily the authorization of or- 
ders without the necessity of go- 
ing into the merits of each indi- 
vidual order. 


AVING established, I hope, the 
desirability of using credit lim- 
its, let me say further that there are 
two general ways to use credit lim- 
its, or perhaps I should say two ways 
to look at credit limits. The first 
way is to consider credit limits as an 
arbitrary and definite limit for the 
extension of credit beyond which the 
customer will not be sold under any 
circumstances. The second way, and 
also the more practical in my opin- 
ion, is to regard credit limits as 
caution signals, as limits which, 
when they are reached, make it de- 
sirable to recheck the financial con- 
dition of the customer to determine 
whether he should continue to be 
sold, meaning whether his credit 
limit should be increased to take 
care of the extra orders. In other 
words, under the latter viewpoint, a 
credit limit operates merely as a 
Warning that greater care should be 
used in continuing to extend credit 
to the customer. This, incidentally, 
is the manner in which my company 
regards credit limits. 
Now it can be taken for granted 





Entirely too few executives understand or appreciate the fact that 
the efficiency of the credit department’s operation is of prime impor- 
tance to their success; yes, to their profits and dividends. 

The credit executive is really the investment counsellor of the 
business, for it is his responsibility to accept sound and readily con- 
vertible receivables in exchange for the company’s merchandise. Thus 
he is continually investing the company’s working capital, and depend- 
ent upon his efficiency in each transaction, he creates profits and 


thereby dividends. 


—E,. B. Moran 





that setting credit limits under either 
viewpoint is a serious responsibility. 
Setting them too low will result in 
misunderstanding with the custom- 
er, the sales department, and will 
cause endless reviewing of the cus- 
tomer’s credit record. Most impor- 
tant of all, perhaps, it might result 
in unwarranted rejection of orders. 


new having proved that credit 
limits are necessary when right- 
fully used, I want to tell you how 
our company in the city of Detroit 
actually handles the setting and con- 
trolling of credit limits. It might be 
helpful to say that Koenig Coal & 
Supply Company has been in busi- 
ness “Since 1870,” engaged in the 
sale of fuel and transit-mixed con- 
crete to other building supply deal- 
ers and to contractors. We also op- 
erate an aggregate plant at Oxford, 
Michigan. We sell to about 1,000 
contractor-customers and our annual 
sales run into millions. We our- 
selves regard our credit policies as 
conservative. They have enabled us 
to go through every financial crisis 
this country of ours has experienced 
“Since 1870.” Many of our com- 
petitors, some even larger than our- 
selves, failed through bankruptcy, 
particularly after 1929, due princi- 
pally to over extension of credit to 
contractor - customers. Bearing all 
this in mind, I want to tell you how 
we would go about handling a typ- 
ical application for credit. 

When a customer applies for an 
account, or when a salesman turns in 
an application for an account, the 
credit department seeks to determine 
just how much credit will be needed. 
If it is a direct application by the 
customer, he might be asked just 
how much credit he believes he will 
require. If it is a salesman’s applica- 
tion, he is asked to indicate on the 
application just what the customer’s 
probable requirements will be. Is it 
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always possible to obtain a direct 
answer to this question? I will say 
“not always,” but in most cases, yes. 
If a customer objects and says that it 
is impossible to give an answer, we 
always explain that the extension of 
credit on open account is equivalent 
to obtaining a loan from the bank 
and certainly a bank must know be- 
fore an application is acted upon 
what amount of credit the applicant 
desires or requires. 


But where the customer is a large 
operator, one where there is not 
much question as to how high his 
account will run, as this information 
can be gained from general knowl- 
edge of the prospective customer’s 
operations, no attempt is made to 
quiz the customer definitely as to 
what credit will be required. Good 
judgment will have to be used as to 
when to actually ask the customer 
what amount of credit he will need. 
The rating, if it is lower than those 
previously mentioned, might be used 
as the basis for a credit limit, sup- 
plemented by a financial report and 
an interchange report. 

Having determined from the cus- 
tomer, in most ‘cases, what amount 
of credit will be required, we next 
look to the financial statement of the 
customer, if one is available. We 
look perhaps at his current ratio, the 
ratio of his current assets to current 
liabilities, and at the amount of 
working capital at hand to try to de- 
termine whether he is deserving of 
the amount of credit desired. I 
know there are many complex for- 
mulas in use in many industries for 
determining scientifically a custom- 
er’s credit limit, but I contend that 
no definite formulas can be applied 
to the building supply industry. 
Each customer’s application presents 
a different problem. The customer’s 
financial condition can change al- 
most overnight, due to circum- 
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stances, so no formula can be used, 
in my judgment, for definitely de- 
termining a customer’s credit limit. 


OW if no financial statement is 

available on the customer, or 
even if one is, we next look to the 
trade report to see how high credit 
has been extended by other suppli- 
ers. Now, a word of caution, in this 
regard. The amount of credit ex- 
tended by other suppliers is in no 
way to be construed as a definite 
limit of the amount of credit that 
may safely be extended. It should 
be remembered that the other sup- 
pliers might be in error in having 
extended the amount of credit 
shown by the trade clearance. Or 
the amount of credit that can be ex- 
tended may deserve to be way over 
the amount given by other suppliers. 
So this information should by no 
means be construed to mean that the 
new customer should not or cannot 
be given a credit limit in excess of 
or below that previously extended by 
other suppliers. In fact, in some 
cases, it might even be desirable to 
increase the credit limit beyond that 
asked for by the customer, notifying 
him of this fact (based upon more 
favorable information, of course) 
telling him that the increase is based 
upon his excellent credit record, 
thereby creating goodwill for the 
company and incidentally, for the 
credit department. 


Having used the means just ex- 
plained for setting the customer’s 
credit limit, the question now comes 
up as to whether the customer 
should be informed of the decision. 
There are different opinions on this, 
but I shall tell you how our company 
handles this phase of credit limits. 
We usually notify the customer by 
telephone, telling him that we are 
glad to open an account for him 
(with a definite dollar and cents 
limit if applicable). This informa- 
tion is in most cases confirmed by 
letter, but the amount of the credit 
limit is not mentioned unless the 
customer represents what might be 
termed a marginal risk. If the limit 
is definitely to be adhered to, the 
amount of the credit limit may be 
mentioned in the letter. But in all 
cases, the customer is told that as his 
paying record is established, his 
credit limit may be gradually in- 
creased, in a period of 3 to 6 months 
or thereabouts. 
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O MATTER what the amount 

of credit limit set, we know, as 
do all of you, that payment of our 
account is dependent upon the cus- 
tomer’s being paid by the owner. We 
know, too, that most of our smaller 
contractor-customers have no facil- 
ities for checking the responsibility 
of an owner. So in most cases at 
the time an account is opened, the 
credit department invites the cus- 
tomer to tell us whenever there is 
any question as to a_ prospective 
owners’s credit standing. We feel that 
such helpfulness is mutually advan- 
tageous. It creates goodwill for the 
company and the credit department 
and it definitely helps the customer 
to avoid errors which might have 
serious consequences as far as his 
credit standing is concerned. 


What has been mentioned thus 
far in relation to credit limits con- 
cerns credit limits arbitrarily set as 
far as dollars and cents are con- 
cerned. Now in most cases, we 
know that payment of our account 
is dependent upon the responsibil- 
ity of the owner, upon the contrac- 
tor getting his money. So we also 
set up credit limits on some of our 
accounts based upon the jobs. The 
credit limit may read “Protected 
Jobs Only.” In other words, we will 
sell that customer where the owner’s 
responsibility has been determined 
to be satisfactory and we shall file 
Notice of Intention to Claim a Lien 
in order to take advantage of the 
Michigan Mechanics Lien Law. We 
may also sell relying upon a pay- 
ment and performance bond given 
by the contractor to a governmental 
agency such as the city, the county, 
the state, or the federal government. 


HERE are 20 or more states in 

the United States which have 
Lien Laws which permit the supply 
dealer to file a lien against the prop- 
erty for material furnished to a con- 
tractor on a particular job. In order 
to do this, of course, it is necessary 
that the material be definitely iden- 
tified as going into a particular job. 
So your ledger records should be 
made up to give this information. 
In 11 other states, I understand, the 
material dealer can be protected by 
notifying the owner that he has 
money coming and if there is any- 
thing owing from the owner to the 
contractor he can compel payment to 
him of the amount unpaid. If this 


money is not held back, the owner 
can be sued and the property at- 
tached by a lien for nonpayment, 

Here is a typical example of a 
credit limit acting as a caution signal 
to review an account before proceed- 
ing too far. When a customer has a 
specific dollar and cents credit limit, 
and a job comes along which would 
exceed his limit, but upon which we 
could obtain unqualified protection 
through the Lien law or through the 
bond, even though the amount of 
credit outstanding would be in ex- 
cess of such credit limit, we may ex- 
ceed that credit limit by the amount 
of material involved on the specific 
protected job, relying upon that job 
for eventual payment of our account 
within our usual terms. 

There are also other credit limits 
which might be set up, such as pay- 
ment upon receipt of invoice. In 
cases where a customer’s paying rec- 
ord may be slightly questionable and 
we do not even want to take a chance 
upon the necessity of filing a lien 
upon nonpayment, we will compel 
this contractor to pay us upon re- 
ceipt of invoice. As Michigan Lien 
Law gives us 15 days after the first 
delivery of material on the job to 
send a Notice of Intention to Claim 
a Lien, if the customer does not 
comply with our terms of payment 
on receipt of invoice which he gets 
within 3 to 5 days after delivery, we 
proceed on the 10th day to send a 
Notice of Intention to Claim a Lien 
to the owner, using this as an addi- 
tional protection in case the “pay- 
on-receipt-of-invoice” terms are not 
complied with. 


OW I want to also mention, in 

the city of Detroit, it has not 
been the practice of suppliers gen- 
erally to demand financial state- 
ments from customers, but in the 
past year we have insisted that a few 
of our contractors supply us with 
quarterly or semi-annual financial 
statements because of conditions 
which occurred to compel us sefi- 
ously to think of closing their ac- 
counts. I am thinking of cases where 
we received checks which were re- 
turned for N.S.F. Certainly you 
would say that customers like that 
do not deserve to be sold on open 
account, but upon checking into rea- 
sons underlying what occurred, we 
felt that possibly we might be able 
to help them by going along with 
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them, counselling with them, so we 
demanded that they give us financial 
statements at regular periods so that 
we could determine for ourselves in 
just what direction they were going. 

Now while we are talking about 
liens, I would like to raise a question, 
a serious one as far as we in Detroit 
are concerned. The Michigan Lien 
Law requires the sending of a No- 
tice of Intention to Claim a Lien 
within 15 days of the furnishing of 
the first material on a job. This no- 
tice has to be sent by registered mail 
and if this is not done, the supply 
dealer has no right to file a lien on 
the property. Now the effect of this 
notice can be completely nullified by 
giving the contractor a Waiver of 
Lien, or a release as it is sometimes 
called. In our own company, we do 
not give out Waivers of Lien unless 
the customer has actually paid us, 
except perhaps in a few cases where 
the customer has a AA1 rating and 
we did not even send a Notice of In- 
tention to Claim a Lien, but the 
owner is demanding a Waiver just 
as a matter of form. 


E ARE constantly faced with 

the fact that some of our com- 
petitors give waivers or releases 
without obtaining payment of their 
account. In fact, in the lumber field 
it has gone so far that some lumber 
companies have given their custom- 
ers blank waivers in advance signed 
by the lumber company which the 
customer can use anytime, anywhere 
he sees fit even though he may not 
have obtained material on a job 
from the particular company con- 
cerned. Certainly this is a sorry 
mess and I sincerely hope that you 
from other cities or states are not 
confronted with such a problem. We 
find that even the sending of Notices 
of Intention to Claim a Lien is re- 
sented by most or shall I say many 
contractors. We explain to them and 
we send an explanatory letter to the 
owner telling what the purpose of it 
is and that it should not be con- 
strued as any reflection upon the in- 
tegrity or financial responsibility of 
the particular contractor concerned. 
But despite all these precautions, we 
are frequently faced with the loss of 
an order due to our following 
through on our regular procedure. 
Now let us get into the question 
of controlling these credit limits 
when they are about to be exceeded. 
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As I told you, we prefer to use 
credit limits as a caution signal, so 
that if a customer exceeds his credit 
limit or begins to exceed it, it does 
not necessarily mean that we are 
going to get in touch with that cus- 
tomer immediately to ask him to pay 
us. We are going to review his past 
paying record with us. We are going 
to check our files for possible recent 
trade clearances to see whether he 
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has stepped up his buying, whether 
he is just normally expanding due 
to good business management. In 
most cases, then, we will perhaps in- 
crease the credit limit to accommo- 
date the increased buying which the 
customer is doing. But, if a review 
of all records indicates that the cus- 
tomer’s limit should not be in- 
creased, there is no alternative but 
to get in touch with the customer. 
We prefer to do this by telephone 
rather than in writing. Certainly we 
would not want to put a restrictive 
statement in writing which could be 
retained by the customer and 
thrown at us in later years when 
perhaps the customer had success- 
fully overcome his difficulty and had 
become a successful contractor. So 
we call the customer on the tele- 
phone and tell him the reason for 
our call. If we had notified him 
when his account was originally 
opened that it would have a limit, it 
is, of course, much easier to explain 
why we would like to have an addi- 
tional payment on account. Or we 
might ask that the customer pay on 
receipt of invoice currently until the 
regular 30-day period for extension 
of credit had expired and his regu- 
lar account became due. In most 
cases, I am glad to say that the cus- 
tomer cooperates even though in 
some cases it may prove an extreme 
hardship. 


N SOME cases, where a customer 
consistently exceeded the limit as 
set up, we decided upon weekly 
terms and sent the customer a state- 


ment once a week which he was to 
pay within 3 days after receiving it 
even though, in some cases, his 
credit limit was exceeded. 

As a whole, our customers have 
been cooperative, because the credit 
department has done a good sales 
job of explaining that credit limits 
are good business policy and can 
even react to the benefit of the con- 
tractor himself, compelling him to 
keep his own financial condition 
liquid instead of permiting his cus- 
tomers to owe him large sums out- 
standing for a long time. They com- 
pel the customer to be a better col- 
lector and in most cases he appreci- 
ates this and actually educates his 
own customers to pay promptly. 


b ped may be interested in the me- 
chanics of keeping a customer 
within his credit limit when machine 
posting, billing, and regular proce- 
dure may require 3 days before the 
amount of credit outstanding gets 
on the customer’s ledger account. 
Our Credit Department uses 4 x 6 
Kardex cards, using a progressive 
sliding signal. Credit limits are set 
up on the customer history card 
which is part of the Kardex record 
and a signal is used to indicate that 
the customer’s credit is limited. In 
such cases, a 3 x 5 record is made up 
on a scratch pad of each order 
O.K.’d_ giving the approximate 
amount. As each order is O.K.’d a 
balance is carried forward so that it 
is known actually, right up to the 
last order, how much credit approxi- 
mately is outstanding for that par- 
ticular customer. When it becomes 
necessary to call that customer, of 
course, the amount outstanding, at 
least up to the posting date, is con- 
firmed so that there can be no ques- 
tion but that the customer’s credit 
limit has been exceeded. 

I think that I have given you 
enough information to stimulate 
further discussion on this important 
topic of setting and controlling 
credit limits. I am fairly sure that I 
have not told you anything that you 
did not know before. I hope, how- 
ever, that by repeating them it may 
serve to emphasize their importance 
in the job of efficient extension of 
credit. I think that perhaps our own 
company may be a bit conservative, 
a little too restrictive, perhaps too 
arbitrary in the use of credit limits. 
What do you: think? 
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You can save 


Time, Money and Headaches! 


Every credit executive knows that there is at least one law affecting every move he 
makes in his everyday task. Where to go to find out how to protect himself and his 


company is an important question. The answer is simple. The 


CREDIT MANUAL of COMMERCIAL LAWS 


with its 800 pages of solid, concise, factual information will give him complete guid- 
ance on his rights and his obligations. It is the only legal volume designed specifically 
for the credit executive. It is up to date, written in non-technical language and sur- 


prisingly inexpensive. It will save time, unnecessary legal expense and hours of worry. 


Suppose you make furniture in North Carolina and you want to sell on a chattel 
mortgage to a retailer in Vermont. Do you or he have to swear an affidavit of good 
faith? Do you need witnesses? Do you have to record it? If so, where? What classes 
of property can be mortgaged? How long is it valid? The answers to all these questions 
occupy less than a quarter of a column, and there are 800 pages! Write today for your 


copy of the 


CREDIT MANUAL of COMMERCIAL LAWS 


It is available to members of the National Association of Credit Men at the pre- 
publication price of only $7.50 (regular price $10.00). A glance through it will show 
how wise an investment you have made. And if you send a check with your order we will 
add, at no extra cost to you, a copy of the new booklet “Yardsticks for credit manage- 
ment”, an invaluable guide in determining how effective your credit policy is compared 


with others’. Send your check today to 


Publications Department 
National Association of Credit Men 


One Park Avenue New York 16, N. Y. 


























The place of insurance in the credit executive's scheme 
of things can not be over-emphasized, yet the importance 
of life insurance to your customer's credit stability has 
been, if anything, under-stressed. Here is an authorita- 
tive discussion of the value of life insurance to a small 


business. 


LIFE INSURANCE 


as a means of minimizing credit risk 


Financial Management” there ap- 

peared an excellent article by 
Robert Mehr of the Department of 
Economics of ‘the University of 
Illinois. He pointed out that credit 
is often extended to a business be- 
cause of confidence in the character, 
ability, productivity, experience, 
etc., of a particular man in the busi- 
ness. It is the “mental” assets of 
this key man rather than simply the 
physical assets of the business to 
which the grantor of credit looks for 
security. Yet so frequently little 
thought is given to the consequences 
of the death of that key man and 
usually there is no investigation as 
to the existence of insurance on his 
life available to creditors. 

Existing life insurance payable to 
named beneficiaries is of course 
no protection to creditors. In the 
case of a sole proprietorship or a 
partnership the life insurance would 
have to be payable either directly to 
the creditor, to the business or to 
the insured’s estate in order to offer 
the desired protection. In the case 
of a corporation it would have to be 
payable either to the creditor di- 
rectly or to the corporation. 

It is not the safest policy to look 
to the physical assets only for re- 
payment because we are all familiar 
with the tremendous shrinkage pos- 


I: a recent issue of “Credit and 
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by EDWIN T. GOLDEN, CLU 


New York Life Insurance Company, San Francisco 


sible in the value of physical assets 
under adverse circumstances. At a 
time of distress when assets must 
be sold in liquidation proceedings 
the shrinkage which takes place is 
often far beyond what one would 
visualize when looking at the state- 
ment of a going business. 


: ieesing of my very good friends are 
in the business of liquidating 
merchandise, machinery, furniture, 
fixtures or almost any type of assets 
which is in need of liquidating. They 
told me recently of a business repre- 
senting an investment of $200,000 
which went for $35,000 at a forced 
sale. In another instance a carload of 
hair tonic finally brought 5¢ on the 
dollar. Whether it is printing ma- 
chinery or peanuts, chicken brooders 
or refrigerators they tell me that 


1714¢ on the dollar is not unusual. 

In view of this and instances 
which we have all seen personally it 
is indeed wise to look for further 
security beyond the physical assets 
of a business. Experienced credit 
men tell me that there is also sub- 
stantial shrinkage in the accounts 
receivable when a sole proprietor 
dies or when a business comes to the 
end of the road. And while the 
assets of a business shrink violently 
under these conditions the liabilities 
become increased. Many of the items 
of overhead continue beyond the 
closing date of the business and in 
addition there are special expenses 
involved in liquidation proceedings. 


i, IS not safe to rely on the estate 
of a sole proprietor or partner for 
good and sufficient reasons. In every 
estate there are a number of prior 
claims which take precedence over 
creditors. In the smaller estates an 
important item in using up cash and 
liquid assets often is the sum total 
of “final expenses.” Hospital bills, 
doctor bills, funeral bills, cemetery 
plot, etc., often total several thou- 
sands of dollars. Another item 
taking precedence over claims of 
creditors is that of the statutory fees 
to the executor, or administrator, 
and to the attorney. In addition 
to the statutory fees additional 
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amounts may be granted if there is | 
litigation or other extraordinary | 
labors to be performed by the execu- 
tor and/or the attorney for the 
estate. 

Also taking precedence, as far as 
the creditor is concerned, is the so- 
called “widow’s allowance” which is 
a monthly amount, often most gen- 
erous, allowed by the court to be 
paid out of the estate, in some cases 
for a year and in other cases for 
the duration of the period of settle- 
ment. This allowance usually drains 
a substantial amount of the cash and 
liquid assets. 


A LSO to be considered very seri- 
ously here is the matter of 
assets held in joint tenancy. By far 
the commonest joint tenancy is that 
between husband and wife, and 
when the husband dies those assets 
do not become automatically a part 
of the estate except as regard estate 
taxes. Those assets do not come 
under the control of the executor or 
point tenant. She may “invest” the 
administrator but are entirely sub- 
ject to the actions of the surviving 
funds thus at her disposal as she 
sees fit and they may be very hard 
to reach by the time you as a creditor 
might take action to protect your 
interests. 

Finally also we should give con- 
sideration to the effect of taxes on 
an estate to which we as creditors 
are looking for security. Unpaid 
income taxes, and estate taxes must 
be paid before creditors. This point 
as well as all those preceding must 
be considered by the creditor who is 
willing to rely upon the estate. Like- 
wise he should realize that he may 
have a good long wait for his 
money. 


N view of the foregoing if I were 

a credit man I believe that I would 
keep aware of the importance of in- 
surance on the brains of the business 
for my protection just as I am aware 
of the importance of insurance on 
the physical assets. Whenever I en- 
countered a firm which carried life 
insurance on its key men I would 
feel more inclined towards the risk 
for a number of good reasons. First 
of all it would indicate to me a 
high type of management, a manage- 
ment of forethought and farsighted- 
hess, a management thinking of all 

(Continued on page 28) 





HERE’S HOW AMERICAN CREDIT INSURANCE 


Protects you 


from Credit Loss= 


Helps you 
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RGIA LUMBER 
MANUFACTURER writes: 


"Your adjuster has just finished 


aq up on 3 losses. +> 
oe Bratt for approxi- 
ma $21,000. Policy has 
enabled us to sell some accounts 


in larger amounts. 









THING 
ENNSYLVANIA CLO 
MANUFACTURER writes: 
"Wish to acknowledge your 
oan in amount of $1 1,801.51 
payment on 2 accounts we 
thought well off. Have carr! 
your policy over 25 years - - » 
relations always satisfactory- 




















ORNIA HEATING 
CNOLESALER writes: : 
“We thank you for check in 
settlement of claims on policy 

#141-183... sincerely oppre- 
ciate prompiness and simplicity 
in handling.” 






NEW YORK 
MANUFACTURER writes: 
«|, pleased fo sons 

ot # of loss sus . 
ae American Credit 
Insurance over 20 years.-- 


found it very helpful in sales.” 


Your Insurance Program... 


Designed to Protect & Conserve 
Assets...is NOT Complete Unless 
it Includes Credit Insurance 


ASANO 





PANN CRED, 





Ton Accounts REcEIVABLE is oneof yourmost 
valuable assets ... should be protected at ALL 
times. Business history has shown that despite 
credit ratings ... diligent investigation . . . past 
records of payment. . . UNFORESEEABLE EVENTS 
frequently turn GOOD CREDIT RISKS into BAD 
DEBT LOSSES. 


With American Credit insurance, you know 
your profits are safe. If your Goop CUSTOMERS 
become involved or fail, you are protected. 
AMERICAN CREDIT PAYS YOU WHEN YOUR 
CUSTOMERS CAN’T. You may select coverage for 
all accounts .. . a selected group . . . or just 
one account. Your policy also enables you to 
get cash for past-due accounts. 


Many policyholders have found American Credit 
Insurance an aid to sales. Some were able to take 
on accounts formerly turned down because of 
their risky size rather than their risky nature. 
Some found they could increase lines of credit 
without the hazard of high concentration of risk 
in one, two or a few accounts. Broad diversifica- 
tion of risk works to the advantage of your 
Sales Department. 


Should you have occasion to borrow, the fact 
that your receivables are insured will be an 
important factor in establishing a satisfactory 
line of credit. And, of course, your suppliers have 
an added incentive for extending you credit. 


Our book, ‘“Wuy ‘Sart’ Crepit NEeEps Prorec- 


“TION,” contains valuable facts for you, your 


treasurer and credit manager. It discusses Credit 
in general . . . unpredictable events which cause 
frequent loss... gives additional information on 
American Credit insurance. To get a copy just 
phone the American CrepirT office in your city, 
or write AMERICAN CrepiT INDEMNITY CoMPANY 
or New York, Dept. 47, First National Bank 
Building, Baltimore 2, Maryland. 


PRESIDENT 


AWN 
TSTMS A 


Tg 
Rape 4 
NEST. 1893) 


GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 


oe OFFICES IN PRINCIPAL CITIES OF THE 
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(Above) 


Spanish Mission Santa Barbara is considered 
one of the most beautiful in the chain of 21 
old California outposts. Its altar light has 
burned continuously since its founding in 1786. 


California Invites 


You in 1950 


Pictures From All-Year Club of Southern California 


HOSE attending the 54th An- 

nual Credit Congress to be held 

May 14-18, 1950, in Los Angeles 
will find this an excellent time to 
combine a vacation with a conven- 
tion in Southern California. May is 
the last month of the three-month 
Spring season, a time which, be- 
cause of the area’s excellent and 
exclusive Dry Subtropical climate, 
is not duplicated in many other re- 
gions of the globe. 

And, as added attractions, there 
are pleasant days blending with the 
modern warmth of the Dry Sub- 
tropical summer. 

Normal mid-day temperatures for 
May average 69.3 degrees at Los 
Angeles, centrally located in the 
area. 

The Dry Subtropical Spring of- 
fers many climatic and scenic con- 
trasts. Many lands have green val- 
leys, while others have snow-covered 
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mountains, flower-covered deserts, 
or seashore playgrounds. But all of 
these joys are found in Southern 
California in May. 

It is possible to swim in the 
Pacific, stand in a fragrant orange 
grove, play in the snow, sun-bathe 
in the desert, and have dinner in a 
Hollywood night club—all of which 
are within less than two hours of 
each other. 


ERE are a few of the things 

awaiting you this Spring if you 
come early and stay late to combine 
a Southern California vacation with 
the Credit Convention. 

The “Rainbow Farms,” more than 
1,000 acres of blooming commercial 
flower fields in Santa Barbara Coun- 
ty, are at their best in Spring. You'll 
see fields of larkspur, Shirley pop- 
pies, and stocks. 

Valleys surrounding the Spanish 


(Top) 


Picture-taking is fun 

among luxuriant fields of 

Spring wildflowers in 
Southern California. 


(Left) 


These Yachtsmen enjoy smooth Spring sail- 
ing in the Southern California pleasure port 
of Newport Harbor. In the background are 
two of the larger of the 4,000 pleasure ves- 
sels moored at Newport. 


mission city of Santa Barbara are 
blanketed with the deep green of 
lemon and avocado trees. Fragrant, 
white blossoms peak out from be- 
hind the yellow fruit and waxy green 
leaves of lemon trees. Red, blue, 
and gold flowers bloom at the road- 
side. 

Tours of the seaside estates of 
Santa Barbara and adjoining Monte- 
cito (“Little Mountain”), are con- 
ducted every week-end. These gar- 
dens are in full Spring bloom; red, 
yellow, and cream-colored roses 
complement beds of pansies ; zinnias, 
and poppies. 

Santa Monica, an hour’s drive 
from downtown Los Angeles, is a 
popular beach gathering place of 
the film stars. You’ll enjoy the view 
from Palisade Park, built upon a 
bluff which overlooks the Pacific. 
Palm trees overlook cactus gardens 
and green lawns. 
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South is Long Beach, fronting on 
seven miles of wide, sandy beaches. 
You can walk or drive around the 
Rainbow Pier, a three-mile arc into 
the Pacific. Opening from the Pa- 
cific at Long Beach in Alamitos Bay, 
where you can watch the sea-lions 
at play. These animals, about the 
size of a calf, permit onlookers to 
come within a few feet before roll- 
ing into the water. 


 yentctagerd HARBOR, farther 
south, is home port for 4,000 
pleasure craft, including many be- 
longing to Hollywood film stars. 
Vessels range from sleek schooners, 
which frequently make trips around 
the world, to the Snowbird, a child- 
ren’s sailboat which takes the place 
of bicycles or skates in less nautical 
communities. There usually is a 
yacht race underway, and you’re 
welcome to watch from piers, bay- 
side beaches, cliffs, or boats. 

Laguna Beach’s seacliffs rise from 
the Pacific. The flowers of Spring 
break into bloom along the cliffs, 
and you walk among pink, yellow, 
and white blossoms along paths to 
the water’s edge. 

Yachting is underway during 
Spring at San Diego, “Harbor of 
the Sun.” The city is built around 
1400-acre Balboa Park, which is 
filled with lush palms, roses, and 
subtropical vegetation. You'll want 
to stop at the San Diego Zoo, in the 
park, where animals are not in cages, 
but in dens resembling their natural 
habitats. An open pit keeps them 
from leaving. 

The border of Old Mexico is less 
than a half-hour drive from San 
Diego. You can cross the boundary 
at will, and explore the sidewalk 
bazaars of the pueblo of Tijuana. 


4 is the oasis resort of 
Palm Springs, where the sur- 
rounding pastel sands are carpeted 
with clumps of Spring wildflowers. 
As you approach; you see what ap- 
pears to be a “golden” mountain. 
Actually, the hill is covered with 
yellow blooms. 

Among the May events awaiting 
visitors to Palm Springs are Desert 
Breakfast Rides. Dudes ride over 
fields of yellow, purple, and white 
wildflowers, covering the pastel 
sands. If you don’t ride horseback, 
you can go along in a surrey or 

(Continued on page 32) 
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There is still time...... 


There is still time to sign up for that course which will 


bring the next upward step much nearer. 


There is still time to join the hundreds of ambitious 
executives and future executives who want more than 


they have and are prepared to work for it. 


There is always time to learn. Education is a never-end- 
ing thing. Every new discovery leads to two new quests. 
The more you know the more you have yet to learn. And 
this is true of the credit profession just as of any other. 


You can’t know too much about it. 


The National Institute of Credit is organized to give to 
credit executives an opportunity to “stock up” on credit 
lore, to explore the whole vast field of business, to pre- 
pare themselves for the coming opportunity. Join them. 
Multiply your qualifications. Make yourself more valu- 
able. The time and expense will be little. The rewards 


will be rich. 


Get in touch with your local chapter of the National 
Institute of Credit right away. If there is any doubt 


where the nearest chapter is fill in the coupon below. 


National Institute of Credit 
One Park Avenue, New York 16, N. Y. 


Gentlemen: 


(J Please send me the address of the chapter of the National 
Institute of Credit nearest to the address below. 


(] | am a veteran. 


ie ee ae Sh tole Address 


| 

| 

| 

| 

| 

| 

| 

| 

| 

(] Send me details about credit education by correspondence. 
| 

| 

| 

| 

Si GUN... cen cd ca vedas RD ea 
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RECENT COURT DECISIONS 


of interest to financial executives 


Reviewed by Carl B. Everberg, 


Assistant Professor of Law, Boston University 


Maker of promissory note liable to holder in due course 
though receiving nothing whatsoever—one of the char- 
acteristics of law of negotiable instruments. 


N opinion of the 2nd Appel- 
A late District of the Court of 
Appeal of the State of Cali- 
fornia has just been released, pre- 
senting several pertinent points of 
law of much interest to any one con- 
cerned with business law. The case 
is Commercial Credit Corporation v. 
Orange County Machine Works. 
#16917 District Court of Appeal in 
the State of California, Second Ap- 
pellate District, Drapeau, Judge (au- 
thor of the opinion). 

To simplify the relationship of the 
parties involved in the case the fol- 
lowing symbols will be used instead 
of the names. 

O—Owner of a large machine 

who entered into agreement to 
sell the machine to D. 

A—Agent or go-between party 
who engineered the sale and 
the financing. 

P—Plaintiff, the finance company 
who became holder of the note 
given for the purchase price, 
and assignee of a conditional 
sale executed by D. 

D—Defendant, who was purchas- 
er, and who gave the note and 
executed the conditional sale. 

Through the arrangements made 
by A, O sold a press to D for $5,- 
637.50. D gave A $1512.50 down 
and also arranged through A, to 
borrow the balance of the price from 
P. D made and delivered to A a 
note for $4,261.08 and atthe same 
time executed a conditional sale with 
A, to which the promissory note was 
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attached and made a part of the con- 
ditional sales contract. After ob- 
taining the note and contract, A 
executed an assignment of the con- 
tract and an indorsement of the note 
and then forwarded these papers to 
P. P then sent a check amounting 
to $4,261.08 to A, and A deposited 
the check in his bank account. 

A then made and sent its check to 
O for the entire purchase price of 
the machine. This check was dis- 
honored and never paid. O had re- 
tained possession of the press mean- 
while and refused to deliver it, where- 
upon the parties were left to litigate 
their respective rights. 

P brought action against both D 
and A—against D as maker and A 
as indorser. A made no appearance 
and a default was entered. D, who 
has already been out $1,512.50 cash 
(the down payment) is now sued 
on the note. And he has received 
nothing for his down payment nor 
for his note. Must he suffer liability 
for the full amount of the machine 
without so much as seeing a bolt or 
a nut of it? 


HE answer is that if P is a holder 

in due course it ca escape all the 
ordinary defenses which a maker 
might have against the payee : name- 
ly, lack of consideration, fraud in 
the inducement, and many others. 
To be a holder in due course one 
must take an instrument before it is 
overdue; he must take it in good 
faith and for value; the instrument 


must be complete and regular on 
its face; and the holder must have 
no notice of any infirmity in the in- 
strument or defect in the title of the 
person negotiating it. Now if it 
could be shown that P knew there 
was something wrong with A’s title, 
it would not be a holder in due 
course and then D could defend 
against P just as it could have de- 
fended against A. And so D’s at- 
torney attacked P’s position as a 
holder in due course. It was con- 
tended that P knew that A did not 
have title to the machine—hence 
consideration for the note had failed. 

Another ground upon which D 
attacked P’s position as a holder in 
due course was that since the note 
in this case had originally been at- 
tached to the conditional sales con- 
tract, the note and contract were 
but one instrument—an instrument 
not of the type covered by the Nego- 
tiable Instruments Law, and there- 
fore assignable but not negotiable. 
If it were merely assignable, all the 
defenses against the assignor could 
be employed against P as assignee. 

The court held that D’s first con- 
tention was not good because the 
consideration for the note was the 
promise of A to convey title to the 
machine upon payment of the pur- 
chase price. This is known as ex- 
ecutory consideration and it is well 
established that executory considera- 
tion is good consideration, provided 
that there is no notice on the part 
of the holder at the time of taking 
that there has been a breach of the 
executory consideration. When P 
took the note it had the right to 
presume that the contract was to be 
carried out in good faith. 
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As to the second contention the 
court held that the note, when de- 
tached, had all the attributes of 
negotiable paper. Though it was 
originally attached to the conditional 
sales contract, it was capable of de- 
tachment or separation from it. So 
it was held that there were two sepa- 
rate and distinct contractual rela- 
tionships here—one was the con- 
tract, the other the negotiable prom- 
issory note. 


_— THETICALLY speaking, 
there is a common practice of/ 
joining, as in this case, a promissory 
note to a title-retention contract, 
usually by a perforated line making 
detachment of the note easy and 
simple. This is probably one of the 
very few (the writer not having 
seen the selfsame point heretofore 
adjudicated) reported cases on the 
question as to what the effect is on 
the negotiability of a promissory 
note which is so attached to a con- 
tract. 

In some states a note in which it 
is provided that title to property is 
to remain in the payee until the 
promissory note is paid in full is not 
a negotiable instrument. Central 
National Bank v. Hubbel, 258 Mass. 
125. However, when a note can be 
severed from the contract, the note 
is undoubtedly negotiable even in 
these states. This decision therefore 
is sound. The application of the 
holder-in-due-course rule may create 
a hardship as it did on D in this 
case, but the underlying purpose of 
the Negotiable Instrument Law is 
to facilitate the transfer of negotiable 
instruments, much after the fashion 
of legal currency. As soon as a nego- 
tiable instrument is put into circula- 
tion, the parties to it must know 
that a holder in due course is en- 
titled to treat the instrument as good 
and valid in every respect, and that 
no defenses can be used against him 
(though if the instrument is void as 
where it is given for an illegal con- 
sideration it is not good even in 
the hands of a holder in due course). 


Something about the risks 
of partnerships. 


N McIntosh v. Detroit Savings 
Bank, 247 Mich. 10 (not a recent 
case, however) the Supreme Court 
of Michigan imposed liability on a 
bank which permitted one of the 
partners to deposit partnership 


checks (indorsing them ostensibly 
as one of the partners) in his per- 
sonal account and checking such 
funds out for his individual purposes 
thereafter. It was understood, at 
the time of opening the account by 
the partnership, that checks on the 
firm account at the bank were to be 
signed by both partners. It was held 
in this case that when the bank per- 
mitted one partner to check out the 
funds so misappropriated, it actively 
participated in the fraud perpetrated 
on the partnership, and the bank was 
liable for the proceeds of the checks, 
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to the injured partners. The court 
said that “the defendant bank could 
not deliberately shut its eyes to facts 
which upon their face showed mis- 
application by [the one partner] of 
partnership funds, and thus aid him 
in securing the proceeds of his defal- 
cation.” 

However, in a case recently de- 
cided by the Appellate Court of Illi- 
nois—Kallison v. Harris Trust & 
Savings Bank et al, 86 N. E. 2nd 
858—it was held that where a part- 
ner had authority to indorse checks 
payable to the partnership, and he 
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indorsed and deposited the proceeds 
of checks in his personal account, 
this did not make any one of three 
banks (the bank on which the checks 
were drawn, the one carrying the 
personal account of disloyal partner, 
the one where the partnership car- 
ried its account) liable, although it 
admittedly constituted a violation of 
duty to the co-partners. 

In this case the banks had no 
knowledge that the checks belonged 
to the partnership. They had never 
been advised of the formation of a 
partnership. The two cases are easily 
distinguishable. The partner had au- 
thority to indorse checks, and where 
none of the banks had knowledge of 
the existence of the partnership they 
were not chargeable with notice of 
any fraud being perpetrated on the 
co-partners. 

If the act of the faithless partner 
in indorsing the checks could have 
been construed as a forgery the re- 
sult would have been different, for 
forgery is inoperative to give any 
party rights through such forged 
signature. The partnership, if the 
indorsement were deemed a forgery, 
would therefore have been entitled 
to recover from the drawee bank 
(the one on which the checks were 
drawn) on the ground that it con- 
verted funds deposited to meet the 
checks, against the true owner, in 
favor of one not entitled to them. 
Kentucky Title Sav. Bank & Trust 
Co. v. Dunavan, 205 Ky. 801. 

But the act of indorsement in this 
case did not constitute forgery. The 
court said in this connection: “He 
certainly had ostensible authority to 
endorse checks. The vice of the 
transaction was not the endorsement 
of the checks, but the partner’s sub- 
sequent failure to deposit them in 
the partnership account. This con- 
stituted a violation of duty to the 
partners, but it did not make his 
endorsement a forgery.” 

This case does illustrate the 
risk which partners assume in their 
relations with each other. Had this 
been a corporation instead of a 
partnership it would have been prac- 
tically an impossible feat for an 
officer of the corporation to indorse 
checks payable to the corporation 
and succeed in having the funds 
credited to his personal account. 


And while partners are thus ex- 
posed to the casualty of a wrongful 
act of a member of the partnership 
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(possible because of the power of 
partners to bind each other even 
against express agreement between 
them), such casualty can indirectly 
affect creditors of the partnership. 
This is almost obvious without 
further elaboration. 

The credit man whose firm deals 
with partnerships has a special re- 


sponsibility of surveillance over such 
firms. The morale of the members 
of a partnership is a matter of para- 
mount importance. While it is true 
that the morale of officers of a cor- 
poration is also a matter of im- 
portance to a credit man, yet 
breaches of duty and loyalty are less 
possible in the case of corporations, 


Life Insurance 
(Continued from page 23) 


contingencies. This type of manage- 
ment in itself makes for better se- 
curity. It would mean further to 
me that here was a business living 
within its means just as is the case 
of an individual who is provident 
and aware of his responsibilities to 
the extent that he owns and main- 
tains a sound personal program of 
life insurance. Thirdly to the ex- 
tent that the life insurance payable 
to the business increased annually 
in cash value, I as a creditor could 
look to it as additional security 
for the obligations of the business. 
And lastly of course in event of the 
death of the key man the flowing-in 
of the insurance proceeds would 
create additional cash in the pic- 
ture to make more certain that the 
bills of the business can be paid. 

Let me take this opportunity to 
say that as credit men I believe you 
do a good turn for those firms to 
whom you recommend consideration 
of this subject. Since life insurance 
which will counteract obligations of 
the business or the estate will leave 
the remaining members of the firm, 
or the family of the deceased, in 
a better position, they as well as the 
creditors will benefit. 


ECENTLY we paid a claim to a 
corporation on the death of their 
President at the age of 65. The 
policy had been taken out on his 
life by his corporation just 20 years 
previously. It was in the amount 
of $100,000 and the gross annual 
premium was $3,955. However, the 
total dividends paid during the 20 
years averaged $885 per annum. 
This resulted in an average annual 
net premium of $3,070. 
The insured was the founder of 
the business and the man whose abil- 
ity, energy, contacts, know-how, etc., 


contributed so largely to its con- 
tinued profits and progress. During 
the years the corporation had the 
benefit of his productivity an annual 
sacrifice averaging $3,070 was very 
moderate in relation to the earnings 
and the surplus of the business. 
During all of the years that the 
firm had the benefit of the protection 
they were also able to show a con- 
stantly increasing cash surrender 
value as an item in their balance 
sheet, as follows: 
5th Year Cash Value 
10th Year Cash Value 
15th Year Cash Value 
20th, the year of the in- 
sured’s death the cash 
appeared on the Com- 
surrender value had 
pany’s books at 44,100 
Quite likely the presence of this 
item as well as the insurance in force 
on the life of the President made 
it possible for this Company to ob- 
tain a little larger line of credit when 
needed and possibly on a little more 
favorable basis. 

A total of $61,400 was paid in 
premiums up to the time that the 
insured passed away and the face 
amount of $100,000 was received 
by the corporation. Let me point 
out that not only did this amount 
come in at a time of great readjust- 
ment for the business but also the 
appreciation of $38,600 was free of 
all income tax. Thus the amount 
receivable at the crucial time of the 
death of a key man is received 
“net,” 

While it is irrelevant to this dis- 
cussion it is interesting to note 
that had this insured not passed 
away his Board of Directors were 
planning to use the cash value of the 
policy at his retirement to provide 
part of the life income which it was 


$9,200 
21,200 
32,700 
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their purpose to guarantee him. In 
mentioning this to you I have in 
mind that this point may help make 
a plan of this kind more attractive 
whenever you might desire to pro- 
pose it to one of the firms with 
which you are concerned. 


Risk Factors 


(Continued from page 7) 


complexion and are continuing to 
change. Many manufacturing and 
wholesale businesses returned to 
their standard prewar terms; some 
who had previously been selling on 
datings endeavored to get away 
from this practice and resort to 
monthly terms to shorten their col- 
lection period but found that compe- 
tition forced them to return to the 
old dating practices. The trend has 
been for receivable terms to run over 
longer periods. This, coupled with 
the inflationary prices, has resulted in 
large amounts carried as receivables, 
as against the unit items represented 
in the sales, and has brought about 
the need of an increased debt to 
carry those receivables. It -would 
naturally follow, therefore, that 
anything affecting the turnover of 
the receivables, the rapidity of their 
collection and their fundamental 
goodness would have a bearing on 
the liquidation of debt. Some indus- 
tries have already felt the effect of 
slower receivable turnover. Perhaps 
they may experience more. 

I should like to call to mind that 
perhaps now is the time to scrutinize 
far more closely the ratio of debt to 
owner’s capital. We are all aware 
that the ratio has risen substantially 
in a great many businesses. Are we 
equally aware that this trend cannot 
be viewed with complacency by 
either borrower or lender. There 
are altogether too many situations 
where the borrower’s equity is so 
thin that any serious ~setback may 
force the bank or other creditors to 
take over. These situations can be 
very dangerous; and if a major re- 
cession comes, creditors cannot af- 
ford to be in the position of forcing 
too many concerns out of business. 


BECAUSE of the difficulty of ob- 
taining additional equity capital, 
there has been, and will be, increas- 
ing pressure to obtain bank credit in 
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cases where equity financing is the 
only satisfactory solution. But 
whether bank or trade credit is in- 
volved, over-extended _ situations 
should not be stretched too far, or 
allowed to drift along on the theory 
that the condition is temporary, or 
that it can be justified on the basis 
of current earnings, or that banks 
will step in to bail out others. 
Courageous and realistic action on 
the part of all of us now will avert 
future serious losses in terms of dol- 
lars and of good will. 

As I view the overall situation, a 
drastic change in our credit policies 
—yours and mine—is not needed in 
the present situation. In fact, a 
complete reversal of those policies 
would be disastrous. The volume of 
bank credit and commercial credit 
must of necessity remain high. To 
stop that flow of credit would be fatal 
if the current levels of production 
are to be maintained. 

With respect to the banks this can 
be said, namely : that never before in 
their history have they been as 
strong, as sound, and as well pre- 
pared to guide and help our people 
and our industry. They have an ex- 
cellent opportunity to gently direct 
the reins of our national economy 
and to soundly help it select the road 
down which it will travel. 

This would seem to be an excel- 
lent opportunity for all of us to 
demonstrate our courage, our com- 
petence, and our worthiness in our 
respective responsibilities. 


The Qualified 


Credit Executive 


(Continued from page 12) 


WORD of caution at this 
point. Many talented men and 
women never reach the pinnacle of 
their ambition because they lack the 
virtue of patience and are unwilling 
to take a breather to consolidate 
their gains and properly prepare for 
the next step ahead. Incidentally, 
they change positions frequently, 
ending up late in life frustrated and 
with a position of less importance 
that they held at the beginning of 
their careers. 

However, on occasions, it might 
become advisable and for one’s best 
interest to change to a new position 
after careful deliberation, when 

(Continued on page 31) 
















































For machine-posted records 
that wear and wear and wear 
. . at low cost 


PARSONS 
MECHANO 


This paper and card stock, 50% new cotton 
fiber, has built-in toughness, and wil! take a 
terrific beating, withstanding hundreds of 
handlings. 


Parsons Mechano Form was built to the 
specifications of the leading machine, ribbon 
and ink manufacturers, You'll get legible, 
clean-cut entries, that stay legible. Mechano 
Form has the no-glare surface that means 
fewer errors in reading and writing the 
entries. So it’s fine for hand posting, too. 
Available in eight weights and seven colors. 
Matching colors in paper and cards mean 
you can use each color to indicate a type of 
account of record, saving time and assuring 
accuracy. Entries can be erased easily, by 
rubber, scratcher or chemicals, leaving the 
same color of smooth, hard surface. 


“How to Make Your Records Legible and Lasting” 


This is the title of a free 
booklet that gives the answers 
on paper for accounting and 
record-keeping purposes. Ittells 
what types of paper or card to 
use for various applications 
and gives valuable hints on 
saving time, effort and paper. 
© PPc 1949 
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PARSONS PAPER COMPANY 
DEPARTMENT 106 
HOLYOKE, MASSACHUSETTS 





Please send me, free, without cost or obligation, 
your booklet ‘‘How to Make Your Records Legible 
and Lasting’. 

(PLEASE PRINT) 
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Y company just finished 
running six Town Meet- 
ings for radio technicians 


in six cities in the US. He is really 
small and a badly overlooked small 
business man. In addition to how to 
install and fix television sets we 
talked credit problems, accounting 
problems, relations with bankers 
(how to establish credit) and how 
to sell and advertise. We had a total 
attendance of 12,000 and gave them 
all the time they wanted to ask ques- 
tions. This was an_ all-industry 
affair, no commercialization, selling 
only ideas in an effort to upgrade 
the radio serviceman into a television 
technician and a business man hand- 
ling more dollars than he ever 
dreamed existed. 

As a group I don’t think their re- 
actions were or are any different 
(remember we had _ distributors, 
dealers and service organizations at 
these meetings) from their paral- 
lels in the automotive, electrical or 
paper-hanging fields. They are our 
customers and the people who are 
in constant touch with our ultimate 
customer, Old Joe Consumer. 


E circulated a questionnaire at 

each session asking them to 
comment on the papers and evaluate 
them. To our great surprise the busi- 
nes papers were rated in terms of 
interest as high as the technical 
papers. More lively questioning 
came after the business papers than 
after most of the technical papers. 
And which paper do you think was 
the one they asked for most? The 
accounting paper. Standard Register 
Company cooperated with us in pre- 
paring an accounting system, a 
simple machine, forms, etc., for a 
typical service organization, and 
accountants gave the paper in six 
cities. In New York and Boston, the 
only two cities where we have final 
results, Standard Register got a 
20% return on a postcard mailing 
to the registeration. They normally 
get less than 3% and they sold over 
$12,000 worth of machines and 
forms,—absolutely startling proof 
of our contention that the need 
exists and can and must be satisfied 
by someone. 


HESE small businesmen came to 
these meetings with chips on 
their shoulders. They were antagon- 
istic to big business, they were 
afraid of being exploited again, of 
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The customer looks at the 


Sales and Credit Departments 


by H. A. EHLE 


Vice-President, International Resistance Company, Philadelphia 


being sold something. We attempted 
as subtly as possible to break down 
this resentment, and the accounting 
and credit papers were spearheads 
in this effort. 

Now let’s look at you through 
their eyes and I hope you won’t feel 
I exaggerate. I’ve seen our custom- 
ers at conventions when we intro- 
duce Charlie Abell, our Credit Man- 
ager (I insist that he go to conven- 
tions with the Sales Department 
and work along with us. He’s in- 
valuable as an aid to selling because 
he helps them out of their difficult- 
ies). But let’s look at their first re- 
actions. On some there appeared a 
frozen look of horror followed by a 
quick tug of the sleeve toward a se- 
cluded corner, on some a forced 
smile and a quick shift to over-loud 
laughter and the nearest bottle- Some 
looked wildly in all directions, cross- 
ed one leg over the other, muttered 
apologies and headed for heaven 
knows where. We never saw them 
again. Even the Triple A boys had 
sort of a shifty look. 

Some customers look upon your 
profession in about the same way 
as they do on the Amalgamated 
Grave Diggers’ Local. They vizual- 
ize you sitting around waiting for 
him to stub his toe so that you can 
rend his accounts receivable and 
assets from his corporate structure. 
Some salesmen use credit men to 
frighten the children into eating 
their Wheaties. 

What you need is a public rela- 


tions program which aims at apply- 
ing preventive maintenance to poor 
credit, rather than wait for the pa- 
tient to die. 


ET’S look at some of the prob- 

lems our worm’s eye view brings 
into sharp focus. Beginning at the 
bottom and with fundamentals, no 
one has worked out a salable ac- 
counting system for retailers-sta- 
tistics by which he can watch his 
costs, make a beter business man of 
him and better credit risks for our 
customers, the distributor. Credit 
men could tackle that job and come 
up with recommendations that the 
industry members could get behind 
and sell. Sales managers can’t do it; 
this group could. That’s one prob- 
lem. 

There is a crying need for an 
industry plan for controlling small 
distributors’ inventories. It’s a basic 
problem with them and one that 
vitally affects credit, as you all know 
too well. A standard recommend- 
ed practical inventory and ordering 
system would be eagerly adopted 
by many distributors. Again credit 
men could tackle both of these and 
do any industry a real service. Over 
50% of 80 distributors asked for 
this last year. 

Both servicemen, dealers and dis- 
tributors would love to have a series 
of recommendations on how to 
handle their credit problems. Who 
could. do better than you? What 
stronger means of preventing poor 
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credit risks and getting good man- 
agement practices adopted than to 
have an industry group sponsor 
carefully worked out plans for the 
small, medium and large service- 
dealer and distributor organization? 

In addition, this group does know 
economics, industrial and national 
economic health. How can you pro- 
vide for the litle man, on whom we 
depend in an ever increasing am- 
ount, a means of charting his ex- 
pansions and his expenditures? Is 
there some way you can transmit 
your knowledge of trends, gathered 
practically from the horse’s mouth, 
to these men who can’t afford ex- 
pensive services? I don’t know how, 
but maybe some plan could be found 
that would provide some means 
legally, without too much cost and 
without geting your neck in a noose. 


We I actually mean in bring- 
ing these subjects up is this: 
what can this group do in the way of 
preventive maintenance against poor 
credit rather than the traditional 
watchful waiting for someone to 
stub his toe. Some industries have 
provided constructive plans, based 
on the peculiarities of the industry 
and combined with sound business 
practice. We, as salesmen, see a 
crying need for some agressive ac- 
tion at both the servicemen, dealer 
and distributor level, in the parts, 
set and appliance fields. 

We see a crying need for pub- 
licized studies of typical service and 
distributor operations broken down 
in detail. That’s a task a committee 
should tackle. The trade press would 
love to print it. All of these things, 
coming from a group of this type, 
would carry real weight, would be a 
real contribution to industry prog- 
ress, would increase the stature of 
credit managers immeasurably and 
change the fear of seeing him into 
a desire to sit down and secure his 
advice. 

And that leads to another sug- 
gestion: why not set up an advisory 
group, one which could process re- 
quests for advice and counsel from 
all members of an industry or com- 
munity? A group which in confi- 
dence, would provide suggestions 
and recommendations for small 
perplexed business men in any 
industry. A friendly, helpful service 
using sound judgment could cau- 
tion against over-inventory, over- 
expansion, poor accounting and all 


of the other problems that are just 
as important to a one man service 
shop as they are to RCA. 

Where else can they go at the 
moment and get the same advice plus 
an industry’s knowledge of their 
problems? One could say their 
banks, but I’m afraid that’s too 
much to hope for in the way of re- 
sults, First, they are afraid to go to 
individuals in their own community 
if they are in trouble, and secondly, 
their banker friends aren’t too in- 
terested in little people. 

Why the concentration on dis- 
tributor, dealers and servicemen? 
Because as an industry and country 
we have ignored them. We are in the 
position of the man who has neglect- 
ed his wife for ten years and has 
suddenly discovered that she has 
inherited a million dollars. 

How many speakers do the Credit 
Men’s Asociation put on the pro- 
grams of other groups—from the 
Rotary Club to a convention of 
bankers or salesmen? How much of 
a constructive program nationally 
has been outlined that can be used 
by these speakers? I meant it when 
I said you need a public relations 
program—you will increase it with 
your customers, your management 
and your sales departments. It will 
increase your standing, your salaries, 
and simplify your job which I be- 
lieve is one of the most important 
ones in industry. Credit men as a 
group can and do wield tremendous 
power in our economy. 


Credit men can do industry a 


tremendous service. The timing is 


perfect, the need is great. No other 
group can do an equal job. The 
opportunity for credit managers to 
step to the front and occupy a lead- 
ing position in industry esteem is 
knocking on the door. No doubt, you 
all can think of reasons why you 
shouldn’t do it. That’s human nature. 
Other sales managers think the ap- 
proach is a natural. I’m sure many 
of you can think of many more in- 
dustry chores than I’ve mentioned 
here. My basic recommendation is, 
again, let’s keep our customers from 
stubbing their toes and let’s do it 
cooperatively. 


The Qualified 


Credit Executive 
(Continued from page 29) 


there exists a confliction of person- 
alities or when one’s training and 
ability are not recognized or the size 
of the company limits opportunities 
of expression and application so ne- 
cessary to round out vocational and 
personal development. 

From what I have learned and 
read, I have a strong conviction that 
within a few years most companies 
of any size will be sending many 
of their key men to the Executive 
School of Credit and Financial Man- 
agement at the University of Wis- 
consin or post-gradate work. This 
would particularly benefit the com- 
pany as the added knowledge and 














why not consult us. 
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Why Suffer Loss Pains 
+ 


Owners, mortgagees, trust officers, and others 
responsible for safeguarding property need not’ 
fear loss pains if they are protected with property 
insurance in the proper amounts. If you have an 
insurance problem that is causing twinges now, 
But don’t procrastinate - 
tomorrow may be too late. 


THE PHOENIX-CONNECTICUT GROUP 
OF FIRE INSURANCE COMPANIES, HARTFORD, CONN. 
Combined Statement December 31, 1948 


Surplus to Policyholders ........ 
Losses paid to December 31, 1948 


veces ss. -$112,222,583 
57,589,157 
54,633,425 

442,822,252 _ 
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ideas gained by such employees 


could be put to practical applica- 


tion, since all subjects taught and 
all lectures given are by men of ac- 
complishment and experience. This 
course, as you know, is sponsored 
by our own National Association 
of Credit Men. 


2 activity of the Na- 
tional Association which aug- 
urs well for a more rounded educa- 
tion for credit men and women to 
come, is the establishment of the 
Credit Research Foundation. 

This Foundation, with over 500 
members, will undertake studies and 
surveys that will bring to light an- 
swers on many subjects relating di- 
rectly or indirectly to the granting 
of credit, the charting of credit poli- 
cies, the importance of credit in our 
economy, and hopes ultimately to 
gain greater recognition from busi- 
ness management, Government of- 
ficials, and the general public for 
the credit profession. 

In conclusion, I would offer this 
statement: In my opinion, the effi- 
cent credit executive who supple- 
ments his earlier education with 
post-graduate work and who makes 
good use of the added knowledge 
through application sits in the most 
promising seat in his organization to 
ultimately become one of its execu- 
tive officers. 


CALIFORNIA 


(Continued from page 25) 


tallyho. Enroute, the riders meet a 
chuckwagon and eat breakfast, “‘a la 
cowboy,” as the sun breaks over the 
desert. 

You can also join in Palm Springs 
Sunfun Hikes. Guided by natural- 
ists from the staff of the Palm 
Springs Desert Museum, visitors 
walk over pastel sands and past 
clumps of wildflowers. The guides 
explain the desert vegetation and 
geological wonders of the desert. 


RANGE COUNTY is virtually 

one huge grove of oranges 
stretching to the Pacific Ocean. 
Motorists breath the aroma of the 
fragrant white blossoms clinging to 
the trees. The town of Santa Ana 
is an oasis in the sprawling green 
groves. The citrus trees enter the 
town of Anaheim. 
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Vacationers should not miss 
ancient Mission San Juan Capis- 
trano, with its ruins basking in the 
sunshine. This is one of the best 
times to yisit the mission, for its 
world-famed garden is filled with 
beautiful Spring blooms of roses, 
flowering vines, and blooming cac- 
tus. The mission is well-known for 
its swallows, which return annually 
on March 19, St. Joseph’s Day, and 
roost in the picturesque buildings 
overlooking the garden. They leave 
on Oct. 23, St. John’s Day. 

Gardens in the estates of Pasa- 
dena, the Rose Bowl City, are in 
full Spring bloom. 

Spring is one of the best seasons 
to visit incredible Death Valley, a 
weird cut into the desert. Multi- 
colored mountains tower above be- 
low-sea-level playgrounds. The floor 
of the valley is carpeted with beauti- 
ful white, yellow, and red _ wild- 
flowers. Perched on the edge of 
this sunny valley, visitors see both 
the highest and lowest points in the 
United States. These are Bad 
Water, 280 feet below sea level, and, 
in the distance, Mt. Whitney, 14,496 
feet above sea level. 

These and many other vacation 
lures await those who come to 
Southern California this Spring to 
vacation and attend the Annual 
Credit Congress in Los Angeles. 


BREAK-EVEN POINT 
(Continued from page 10) 


ity of your business and the effect 
of some of your decisions on your 
margin of safety. 

By calculating the probable 
break-even point of future opera- 
tions you are planning, you can 
measure in advance the effective- 
ness of decisions you must make 
concerning those plans. Such deci- 
sions may involve price or wage 
policies, capital investments in 
equipment, long term leases or sales 
expansion programs. Will such de- 
cisions improve or impair the flex- 
ibility of your operations and your 
ability to adjust those operations to 
changing conditions? 

You can also use such a calcula- 
tion as a pattern against which you 
can mark your month to month 
progress against plans previously 
made. Important deviations of the 
actual results from those you ex- 


pected can be followed up without 
delay. 

Regardless of how such informa- 
tion is used, the break-even point 
should be considered as a necessary 
link in the chain of control which 
business management needs to main- 
tain an adequate margin of safety. 
Through such control, management 
can preserve its ability to solve suc- 
cessfully the problems of today and 
tomorrow. 
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ASSOCIATION 


NEW 


Seattle Observes 
50th Anniversary 
at Member Dinner 


Seattle: The Seattle Association of 
Credit Men celebrated its 50th Anniver- 
sary at a special dinner meeting at the 
Seattle Chamber of Commerce on Sep- 
tember 19. Henry H. Heimann, of New 
York City, Executive Manager of the Na- 
tional Association of Credit Men, was the 
principal speaker, his subject being “A 
Look Forward.” 

A special souvenir program was pre- 
pared for the occasion. It listed the pres- 
ent officers and directors of the Seattle 
Association and also the past presidents, 
many of whom were in attendance at the 
Golden Anniversary dinner. Ralph J. 
Stowell, National Bank of Commerce, 
was installed as the president for 1949-50. 
E. L. Blaine, Jr., President of NACM in 
1946-47, and R. William Peterson, at 
present a member of the National Board 
of NACM, were honored guests at the 
Anniversary meeting. 

The Seattle Association was organized 
in May, 1899 under the name of the Mer- 
chants Association. There were eighteen 
charter members. At the present time 
there are 651 members with 540 service 
department subscribers and 111 associate 
members. C. P. King is Executive Secre- 
tary; E. E. Porter, Assistant Secretary. 


New’ Association Is Formed 
At Miami 


Miami: The Miami Association of 
Credit Men was organized at a dinner- 
meeting at the Robert Clay Hotel. A 
total of 85 persons interested in credit 
attended the meeting. They represented 
57. organizations and nine different 
groups. 

I. W. Gard of A. H..Ramsey and Sons 
was elected president. Other officers are 
W. G. Coffeen of I. W. Schilling Co., 
first vice president; Wilburn Railey, Jr., 
of Railey-Milam, second vice president; 
D. C. Terrell of Horne-Wilson, Inc., 
treasurer, and V. L. Wright, secretary 
and manager. 


Columbus “C” Men Golf 

Columbus: The last purely social affair 
held by the Columbus Credit Association 
this year took place September 16 at the 
Columbus Country Club. Members spent 
the day at golf and cards. 
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Fred Roth, NACM 
President, 1934-35 
Dies at Cleveland 


Cleveland: Fred Roth, president of the 
Whitney-Roth Shoe Company and presi- 
dent of the National Association of Credit 
Men during the year 1934-35 died on Sep- 
tember 9 at the age of 67. He was elected 
at the national convention in Los Angeles. 

Mr. Roth was born in Cleveland and 
lived there all his life. After graduating 
from high school, he went to work for 
Whitney-Wabel and Company, wholesale 
shoe house. He studied law after he 
started to work for that company and was 
admitted to the bar in 1904. With that 
company he started as a salesman and 
afterwards was promoted to sales man- 
ager and then buyer and finally became a 
partner. In 1917 he organized the Whit- 
ney-Roth Shoe Company and bought out 
the Whitney interests. 

Mr. Roth was the employer of only fif- 
teen people in 1938 when he became Amer- 
ica’s number one small business man by 
his election as chairman of such a group 
in Washington. 













Green Bay: Green Bay is to be 
the scene of the annual Wisconsin 
State Conference to be held Octo- 
ber 25. Speakers will include Henry 
H. Heimann and Walter Kohler, 
Jr., Chairman of the Wisconsin 
Committee on the Hoover Commis- 
sion Findings. 
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Petroleum Credit 
Men Will Meet in 


Chicago Nov. 14-16 


The American Petroleum Credit Asso- 
ciation will celebrate its twenty-fifth an- 
nual conference at the Hotel Sheraton, 
Chicago, on November 14-15-16. 

W. W. Rogers, president, reports that 
plans for the meeting are well under way 
and that the meeting will be attended by 
more than two hundred credit represen- 
tatives from small and large petroleum 
companies, operating in all parts of the 
country. Several leading speakers will ap- 
pear on the program with subjects of 
interest to all those in attendance. The 
men selected are experts in their field and 
their comments will be of vital interest 
to the petroleum credit executives present 
at the meeting. 

This year a large part of the program 
during the three-day sessions will be de- 
voted to “shop talk.” Subjects such as fuel 
oil, credit cards, budget selling, liquid pe- 
troleum gas, motor carriers, transport de- 
liveries, jobbers, industrial sales, farm 
credit, and many others will be thoroughly 
discussed. For each of these subjects, panel 
members will be selected and those in at- 
tendance will have the opportunity of ask- 
ing questions in order to better understand 
the job they are required to do. 

Those who have attended these confer- 
ences fully appraise their value to the in- 
dustry in terms of better methods, better 
practices, and better policies, all of which 
are the result of personal contacts, ac- 
quaintanceships, and confidence developed 
at these meetings. New methods, new 
plans, new ideas and new problems are 
presented and discussed. 

Those seeking further information about 
this meeting please contact S. J. Haider, 
Secretary, American Petroleum Credit 
Association, P. O. Box 1398, St. Louis, 
Missouri. 


Hear Talk on Labor Management 


Oshkosh: The Central Wisconsin Asso- 
ciation of Credit Men met for their first 
fall dinner on September 14. E. H. Spoerk, 
Wisconsin Axle Division, Timken-Detroit 
Axle Co., spoke on the Labor-Manage- 
ment Relation and Its Influence in the 
Sphere of Credits. 
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Chicago Has 
Big Program for — 
State Conference 


Chicago: One of the outstanding events 
in the annual program of activities of the 
Chicago Association of Credit Men is the 
Illinois State {Credit Conference. This 
year the Conference will be held Wednes- 
day, October 19th, in the Sheraton Hotel. 

C. T. Blackmore, The Powers Regu- 
lator Company, chairman of the Confer- 
ence committee, will preside. G. T. Thom- 
as, The Sherwin-Williams Company, pres- 
ident of the CACM, will extend a wel- 
come from the Chicago Association, and 
George H. Nippert, The Procter and 
Gamble Distributing Co., vice-president 
of The National Association of Credit 
Men, will extend greetings from the 
National Association. 

Speakers on the morning program will 
be Karl J. Krause, credit manager, Coop- 
ers, Inc., Joseph T. Meek, executive sec- 
retary, Illinois Federation of Retail As- 
sociations, and Henry H. Heimann. 

At the noon luncheon, J. E. Walsh, 
Oscar Mayer & Company, first vice-pres- 
ident of the CACM, will preside and the 
speaker will be Rev. Laurence H. Hall, 
whose witty and entertaining address at 
the Monday morning session of the Na- 
tional Credit Congress at Atlantic City 
last May will long be remembered by 
those who heard it. 

In the afternoon, there will be a credit 
panel with A. L. Jones, Assistant Treas- 
urer, Armour and Company, as the Mod- 
erator. The speakers will be: Henry. J. 
Barbour, vice-president, Fairbanks, 
Morse & Company; Wendell A. Smith, 
asst. secretary, asst. treasurer, Rapids- 
Standard Co., Inc., Grand Rapids, Mich- 
igan; Robert K. Stoltz, treasurer, Amer- 
ican Box Board Company, Grand Rapids, 
Michigan; W. S. Collen, senior member, 
Collen, Kessler & Kadison, D. A. Grant, 
general district credit manager, Socony- 
Vacuum Oil Co., Inc.; F. E. Gibson, dis- 
trict credit manager, Graybar Electric Co. 


Earl N. Felio Speaks 
at First Jersey Meet 


Newark: The New Jersey Association 
of Credit Executives started the 1949-50 
season with a clam bake at the Old Cider 
Mill Grove, Union, N. J., September 13. 
The speaker at this inaugural meeting was 
Earl N. Felio, General Credit Manager 
and Assistant Treasurer of Colgate-Palm- 
olive-Peet Co., and Vice-President of the 
National Association of Credit Men. Tak- 
ing as his topic “Credit in a Competitive 
Economy,” Mr. Felio said that tough com- 
petition means a challenge to sales leader- 
ship that brings out the best in quality, 
in service, and in management. In an- 
swering the question “how can credit 
managers enter into this important sales 
building program,” he said that the first 
objective should be to develop efficiently 
trained credit department personnel. 
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Associations Decry 
Huge Expenditures 
of U.S. Government 


Much concern is being shown through- 
out the country on the part of credit 
executives at the enormous rate of gov- 
ernment spending. Many Associations have 
passed strong resolutions about this prob- 
lem. 

Recently the Oakland Association of 
Credit Men passed such a resolution fol- 
lowing closely one which was passed by 
the Credit Men of Des Moines. The reso- 
lution follows: 

Whereas, the members of this Associa- 
tion find a steady trend downward. for 
business activity during the current fiscal 
year; and, 

Whereas, such decline’in volume of bus- 
iness and profits will directly affect Gov- 
ernment income; and, 

Whereas, it is a basic principle of 
sound business to make corresponding re- 
ductions in costs of operation to offset 
decreasing income; 

Now, Therefore, Be It Resolved by the 
Officers and Directors of this Association, 
that it is the consensus of their opinion 
that every Senator and every Congress- 
man (regardless of party affiliation) take 
every action possible to reduce the direct 
and indirect costs of government, particu- 
larly government payrolls. 

Be It Further Resolved, that a copy of 
this resolution be forwarded to The Pres- 
ident of The United States, Harry S. 
Truman, to Senators Sheridan, Downey 
and William F. Knowland, to Congress- 
men John J. Allen, Jr., and George P. 
Miller, to the Executive Manager of The 
National Association of Credit Men, Mr. 
Henry H. Heimann, to all newspapers of 
the East Bay Area, and to the Oakland 
and Berkeley Chambers of Commerce. 


Tacoma Ex-Secretary Feted 


Tacoma: Edward B. Lung, who was 
Secretary-Manager of the Tacoma Asso- 
ciation for twenty-five years until his re- 
tirement in 1943, was recently feted at 
the International Convention of the Alas- 
ka-Yukon Club. 

Mr. Lung took part in the gold rush in 
1897. A book “Black Sand and Gold” writ- 
ten by the late Mrs. Lung, who died last 
year, is in the hands of a New York pub- 
lisher. 


The appointment of O. C. Was- 
serscheid, Jr., American Paper Ex- 
ports, Inc., to the Administrative 
Committee of the Foreign Credit 
Interchange Bureau, has been an- 
nounced by Wilbert Ward, National 
City Bank of New York, Chairman, 
This appointment came too late to 
be included in the listing of the 
committee in the September issue. 


First Class Given 
Executive Awards 


At Madison School 


T the graduation exercises of the 
A Executives’ School of Credit and 

Financial Management held at the 
University of Wisconsin on Saturday 
morning, September 3rd, 1949 eighteen 
seniors received the Executive Award. 
The principal address was given by Mr. 
Henry H. Heimann, Executive Manager 
of the National Association of Credit Men 
on the subject “Practical Application of 
Specialized Knowledge.” Mr. Leroy E. 
Luberg, Assistant to the President of 
the University of Wisconsin brought 
greetings from the University and Dean 
Fayette H. Elwell of the University’s 
School of Commerce spoke briefly. 

Each of the graduates attended the 
school for three sessions turning in all 
of the required Extension Study Problems 
and presenting a thesis. 


D URING 5lst. Annual Credit Congress 

held in New York in May of 1947 
Paul G. Hoffman, Economic Cooperation 
Administrator, then President of the 
Studebaker Corporation, made a substan- 
tial contribution to the Executives’ School 
of Credit and Financial Management. 
This grant is used for an award in the 
amount of $50.00 to be given each year to 
a member of the graduating class of the 
School. The first award has been made to 
Granger H. Smith, Comptroler of the 
Buhner Fertilizer Corporation, Seymour, 
Indiana. The presentation of this award 
was made at the first graduation exercises 
of the School on September 3, 1949 at the 
University of Wisconsin. 

The award is granted to that senior who 
has attended three consecutive sessions of 
the School and has made the most marked 
professional improvement during his per- 
iod of study in the School. 

The criteria upon which the faculty 
determined this improvement are: 


1. Progress on the job 


2. Development of management concepts 
beyond his specialized responsibilities 


3. Understanding and appreciation of 
changing economic, social and poli- 
tical conditions 


Mr. Smith has been with his company 
since 1937. He was formerly with the 
U. S. Department of Labor, U. S. De- 
partment. of Commerce and the Shell Pe- 
troleum Corporation. He is active in the 
Seymour Chamber of Commerce and in 
other community affairs. He attended the 
University of Michigan and is a graduate 
of LaSalle Extension University in the 
Accounting Program. 

His thesis was on the subject “Credit 
Terms and Practices of the Fertilizer In- 
dustry in the East North Central States”. 
He led this class in the quality and rank 
of Extension Study Problems. 
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Opening and Closing 


Scenes from the 1949 


Executives’ School 


Opening day. Miss Betty Mathias, school secretary, greets early registrants on 
Sunday afternoon. Right to left: standing: George E. Gaba, Assistant Credit Man- 
ager J. P. Stevens & Co., Inc., New York City; Donald R. Whyte, Comptroller, The 
Mau-Sherwood Supply Co., Cleveland, Ohio; Michael Archer, Manager of Accounts, 
Coastal Oil Company, Newark, N. J.; Richard E. McCormick, Senior Credit Man, 
Willian Iselin, New York City; Joseph Reichgut, Secretary-Treasurer, Maloney 
Concrete Company, Washington, D. C.; Edward W. Knaus, Senior Credit Analyst, 
National Credit Office, New York City. (Mr. Reichgut is partially hidden by other 
members of the group) 


In the picture on the left, Dr. Carl D. Smith, Director of the school presents the 
Paul G. Hoffman award to Granger H. Smith, Buhner Fertilizer Co., Seymour, 
Indiana. Henry H. Heimann looks on. 


The graduating class is pictured outside Slichter Hall following the graduation exercises. Left to right: Rear: Ellis Heath, A. G. Prechtl, Granger 
Smith, Stearns N. Belden, R. E.-McCormick, Robert W. Johnstone, Robert H. Franz, Reginald I. Hardy, O. E..Barnum, Leo E. Jones, Paul C. Baichly, 
Jr., E. H. Figush, David H. Hotchkiss, ‘Lewis: Loth, Stuart G. Steiner, Willard W. Thomas, Robert E. Underwood, E::T.. Carlson, H. S. Tholen. 
Kneeling: Michael Archer, George E. Tomberlin, John W. Stout, C. M. Simonson, Search H. Johnson, Jr., J. W. Marsteller. 
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M. J. Drake to Head 
Robert Morris Group 
During Next Year 


The annual meeting of the Robert Mor- 
ris Associates, the national association of 
bank credit men and lending officers, 
elected Milton J. Drake, Vice President, 
The Detroit Bank, Detroit, Mich., to head 
the organization for the coming year. The 
meeting was held in the Central Office of 
the Associates, 1417 Sansom Street, Phil- 
adelphia, September 16. 

To assist Mr. Drake in running the af- 
fairs this coming year, the Associates 
also elected Fred C. Witte, Vice Presi- 
dent, The Chase National Bank, New 
York, as First Vice President and B. F. 
Barnett, President, Commercial National 
Bank, Shreveport, Louisiana, as Second 
Vice President. 

New directors elected this year are: 
Arthur F. Boettcher, Vice President, The 
Boatmen’s National Bank, St. Louis; 
Gordon Murray, Vice President, First 
National Bank, Minneapolis; Robert S. 
Pringle, Vice President, Fulton National 
Bank, Atlanta; and Paul R. Vervoort, 
Assistant Vice President, Commercial Na- 
tional Bank & Trust Company, New York, 
for two-year terms; Edward F. Gee, Vice 
President, State-Planters Bank & Trust 
Company, Richmond; and Carl I. John- 
son, Second Vice President, Continental 
Illinois National Bank & Trust Company, 
Chicago, for three-year terms. 


Miller, Eggerding and 
Weir Speakers at 
Cincinnati Dinner 


Cincinnati: The Cincinnati Association 
of Credit Men held its first evening meet- 
ing of the season September 22 with three 
speakers on the program, Victor C. Eg- 
gerding, Gaylord Container Corporation, 
St. Louis; Past President Paul W. Miller, 
The Marlborough Company, Atlanta, and 
David A. Weir, New York City, Assis- 
tant Executive Manager, NACM. 

All three speakers were in St. Louis 
for the meeting of trustees of the Credit 
Research Foundation, which was held on 
September 23 and 24. 


Chicagoans Will Hold 
Annual Dinner Oct. 19 


Chicago: The annual fall dinner of the 
Chicago Association of Credit Men will 
be held in the Grand Ball Room of the 
Sheraton Hotel Wednesday evening, Oc- 
tober 19th. The speaker following the 
dinner will be Cal Tinney, widely known 
humorist and radio commentator for many 
years. 

Many of the credit groups of the As- 
sociation have engaged tables for the din- 
ner. An enjoyable feature of the program 
will be the awarding of the credit group 
trophy to the group making the best 
record during the year. 


36 





Memphis: The Hotel Peabody 
was the scene of this year’s South- 
eastern Credit Conference held at 
Memphis, Tenn., October 13-15. 
Speakers included Ernest Robert 
Rosse on “The Safety Valve of 
Sanity.” Henry H. Heimann deliv- 
ered the keynote address. Other 
speakers included President C. Cal- 
laway, Jr., Walter Chandler, Mem- 
phis attorney, and Leo E. Jones, 
General Credit Manager of the 
Arkansas Fuel Oil Co., Shreveport, 
LA, 





Connecticut “C” Men 
Hear V.-P. Earl Felio 


Danbury, Conn.: The four Associations 
of Credit Men located in the State of 
Connecticut—New Haven, Hartford, Wa- 
terbury and Bridgeport, held a joint meet- 
ing at the Ridgewood Country Club, Dan- 
bury, September 14. This was the first 
such meeting of the 1949-50 season. 

The afternoon was spent in golf and 
other outdoor activities and in the evening 
a dinner was held at which William J. 
Hannan, Mayor of Danbury, was present. 
The feature speaker was National Vice 
President Earl N. Felio, Assistant Treas- 
urer and General Credit Manager of the 
Colgate-Palmolive-Peet Co. He spoke on 
“Sales vs. Credit.” 


Pittsburghers Sponsor 
Altoona Credit Club 


Altoona: President Irwin I. Hillman, 
Membership Chairman Jim Donovan, and 
Executive Manager D. R. Meredith of 
the Credit Association of Western Penn- 
sylvania, journeyed to Altoona on Sep- 
tember 15 to attend the organization meet- 
ing of the Altoona Credit Club, a newly 
formed affiliate of the Western Pennsyl- 
vania Association. Two members from 
Johnstown were also present to assist in 
welcoming this new credit activity, of 
which the spark plug has been John A. 
Skurner, Gulf Oil Corp., Altoona. 


Complete Program for 
Ohio Regional, Oct. 14 


Dayton: At the time of going to press 
the program for the Ohio Valley Regional 
Conference to be held at Dayton, October 
14, was just about completed. 

Taking as their theme “Changing Con- 
ditions Demand Credit Vigilance,” the 
delegates will hear addresses by Dr. Ar- 
thur S. Flemming, President of the Ohio 
Wesleyan University and a member of 
the Hoover Commission, on the Commis- 
sion’s work and by William H. Lang, 
Assistant Treasurer of Carnegie-IIlinois 
Steel Corp., Pittsburgh, and John H. 
Wills, Second Vice President of the 


Northern Trust Co., Chicago. 

The afternoon is to be devoted to a 
panel discussion with E. B. Moran as 
moderator. 
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Robert R. Jacobs Again 
Named to Head NYCMA 
Bureau for Adjustments 


Robert R. Jacobs of Shapiro Bros. Fac- 
tors Corp., was re-elected president of the 
New York Credit Men’s Adjustment Bur- 
eau, Inc., when the Bureau’s board of di- 
rectors met at its offices Friday, Septem- 
ber 16, to select officers for the coming 
year. The election marked the twenty-fifth 
year of the organization. 

The adjustment bureau, an affiliate of 
the New York Credit Men’s Association, 
also elected for second terms A. J. Smith, 
J. P. Stevens & Co., as first vice-presi- 
dent; Robert L. Stollberg, Southeastern 
Cottons, Inc., as vice-president; Frank J. 
Kelly, James Talcott, Inc., as treasurer, 
while Mortimer J. Davis, executive man- 
ager of the New York Credit Men’s As- 
sociation, will continue as the Bureau’s 
secretary and executive manager. 

Harry J. Delaney of Meinhard, Greeff 
& Co., was appointed to the board of di- 
rectors to replace the late Charles F. Mc- 
Nally of the same company. 

During the three months preceding Au- 
gust 1, Mr. Jacobs stated, the Bureau han- 
dled more than thirty-nine insolvencies 
with liabilities of more than six and one- 
half million dollars. Of the total number 
handled by the bureau, more than one- 
third were able to continue in business. 


MEMBERSHIP PROGRESS 


REPORT 
May 1, 1949 to September 30, 1949 
Members 

Class AA Net Gain 9-30-49 Percent 
Chicago 20 2046 100.98% 
Louisville 7 1042 100.67 
Indianapolis 6 951 100.63 
Class A 

Boston 29 620 104.90% 
Seattle 13 647 = 102.05 
Baltimore 7 564 101.25 
Class B 

New Orleans 15 291 105.43% 
Denver 16 326 105.16 
San Diego 14 427 ~=103.38 
Class C 

Houston 27 229 = 113.36% 
Syracuse 14 215 106.96 
Toledo 6 212 += 102.91 
Class D 

Columbus 13 124 =111.71% 
San Antonio 3 151 102.02 
Chattanooga 3 155 101.71 
Class E 
Cape Girardeau 17 59 140.47% 
Canton 6 Se | 
Wheeling 4 50 108.70 


Willis R. Beardsley 


St. Paul: Willis R. Beardsley, who was 
President of the St. Paul Association of 
Credit Men 1929-1930, passed away at his 
home in Winona, Minn., on Sept. 7th and 
was buried in St. Paul from the Fred H. 
Johnson Funeral Home on Sept. 9th. 








BOSTON 
James N. Jones 
TREASURER 










TULSA 
S. C. Hieronymus 
ASSISTANT CASHIER 
First National Bank & 
Trust Co. 





WHEELING 
M. F. Harter 
ASSISTANT CREDIT 
MANAGER 
Weirton Steel Co. 





Decatur & Hopkins Co. 
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ST. PAUL PHILADELPHIA PITTSBURGH 
Roy J. Wendel Morgan F. Moore |. L. Hillman 
SECRETARY ASSISTANT SECRETARY ASSISTANT TREASURER 
Gordon & Ferguson, Inc. Lumbermens Mutual Casualty Dravo Corporation 


Co. 


ASSOCIATION 
PRESIDENTS 


ROM Boston to Jacksonville, from Atlanta to the 

Pacific Coast, day by day 130 associations of credit 

executives carry on their vital task of keeping the 
Nation’s economy on an even keel. 

Here are some of the men who have been elected to 
guide those associations through the coming year. On 
their shoulders is the responsibility of seeing that their 
associations give to their members the service and infor- 
mation that they so urgently need. It is a hard job, and 
at times a discouraging one, but it has to be done and 
men have to be found to undertake it. To be elected 
president of a credit executive’s association is an expres- 
sion of confidence and pride on the part of our fellow 
members. 


JACKSONVILLE MEMPHIS ATLANTA 
Wm. L. Lang Ned M. French Walter Estes 
TREASURER CREDIT MANAGER PRESIDENT 

S. B. Hubbard Co. McDonald Bros. Co., Inc. Rex Chair Co. 





NEWARK 

M. C. Price 
CREDIT MANAGER 
Sherwin-Williams Co. 





KALAMAZOO 

Harold Jacobson 

VICE-PRESIDENT 
American National Bank 





OKLAHOMA CITY 
Ed M. Martin 
CREDIT MANAGER 
Cook Supply Co. 








The | 
ZEBRA 


Corral 


at a meeting of the Western Division 

Secretary-Managers of the National 
Association of Credit Men in San Fran- 
cisco in 1927, and came into being through 
the efforts of this group headed by Ben 
Tregoe. At the N.A.C.M. Convention at 
Seattle in 1928 a group of Westerners, 
including F. B. McComas, Frank Rock, 
Bob Cantley and Bob Sumners, went to 
work to organize the group on a National 
basis. Through the efforts of Zebras Cant- 
ley and Sumners, particularly, Herds were 
established in Los Angeles (which has 
been designated as “Herd No. 1”) San 
Francisco, Seattle, Portland, Oakland 
and Tacoma. 

At the National Convention in Los 
Angeles in 1934, the very successful Los 
Angeles Herd was given the responsibility 
of the reception and entertainment of the 
N.A.C.M. delegates to that gathering. 
Their efforts were so outstanding and 
appreciated by the visiting credit men, 
that the idea really began to take hold. 
The Pittsburgh delegates returned East 
and immediately set up a Herd in their 
city, which today is very active and has 
in its membership approximately 95 
Zebras. 

Because of the wide interest and in- 
quiries throughout the land, Frank Sheller 
and Art Johnson of Los Angeles were 
appointed to work on further expansion of 
the groups, and as a result of their leader- 
ship, the organization spread in a south- 
erly and easterly direction, resulting in 
the formation of some twenty-two Herds, 
including St. Louis, Chicago, Memphis, 
Milwaukee, Chattanooga, New Orleans 
and Wichita. The newest Herd is located 
in San Diego. 

The National Wholesalers Credit Con- 
vention was held at Pittsburgh in 1935 and 
it was there that the first “Zebra Round- 
up” was held by representatives of the 
Herds across the country. The members 
began to realize the pleasure of being 
associated with such an organization and 
vowed to go out for further effort to ac- 
quaint other credit men with their fra- 
ternitey and its pleasures and advantages 
of membership. 7 

The leaders of the Royal Order, called 
the “Grand Exalted Superzeb,’ have been 
chosen, and took office as follows: 

Art Johnson, Los Angeles, 1934-1935. 
“Pa” Perkins, Richmond, 1936 

Don Campbell, Chicago, 1937. 

Fred Cates, San Francisco, 1938. 
“Fergie” Ferguson, Grand Rapids, 1939. 


Te: unique organization had its origin 
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Herb Kelly, Toronto, 1940. 

Les Fishbeck, New Orleans, 1941-1947. 
Bud J. Weldon, Cleveland, 1948. 

Mark O. Hutchison, Atlantic City, 1949. 


During the war years, the National 
Organization suffered somewhat due to 
the fact that many of its members were 
occupied in the winning of our wars; 
many of them were in other endeavors 
entirely. But in 1948 at Cleveland at the 
first Post War Roundup, Bud Weldon of 
Wichita was chosen as the “Grand Ex- 
alted” and the loose reigns were picked up 
and the new journey to recovery and 
greater expansion was commenced. 

This year at Atlantic City a determined 
group of Zebras gathered and elected a 
group of national officers headed by Mark 
Hutchison of Okland, California and 
Gordon Graham Grand Zebratary, San 
Francisco; Tom Sheriff, Pittsburgh, East- 
ern Ranger; Art Kern, Los Angeles, 
Western Ranger ; Tom McFarland of Mil- 
waukee, Central Ranger. 

Several innovations have been proposed 
and accepted, and members of the Royal 
Order are now looking forward to years 
of accomplishment in their ideas for 
furthering the position of the men in the 
credit profession and having fun doing it. 

Secretaries of all associations affiliated 
with N.A.C.M. have just been supplied 
with information on the procedure in 
forming a Herd. If you, gentle reader, 
would like to become a member of this 
illustrious group, contact your Secretary. 
He has the “dope” and will tell you how 
you can qualify and how you can set up a 
Herd in your city. 

You may also write the “Grand Ex- 
alted Superzeb” direct (Mark O. Hutch- 


‘json, 301 Washington St., Oakland, Cali- 


fornia). There is much to be gained 
through your membership in the Zebras 
and you will have more fun than a Zebra 
has stripes. 


Earle E. Reeves To Retire 


Fort Wayne: Earle E. Reeves, vice- 
president and treasurer of the Fort Wayne 
Drug Company, has announced that he 
will retire effective January 1, 1950. He 
had planned to retire earlier but was asked 
to remain on the job since there was dif- 
ficulty in finding a capable successor. It 
is now announced that George Heiges, 
formerly of McKesson & Robbins Inc., 
will succeed him. 


Tri-State Conference 
at St. Joseph, Oct. 28-29 
Has Impressive Program 


St. Joseph, Mo.: The Tri-State Credit 
Conference, comprising credit associations 
in Missouri, Kansas and Oklahoma, to be 
held in St. Joseph on October 28 and 29 
is expected to be an outstanding event. 
The roster of speakers includes such not- 
ables as National President C. Callaway, 
Jr.; Executive Manager Henry H. Hei- 
mann, and National Directors Victor C. 
Eggerding, Gaylord Container Corpora- 
tion, St. Louis; Mrs. M. W. Deissroth, 
Coleman Co., Wichita, and R. J. Ulman, 
Tootle Dry Goods Co., Omaha. Also 
scheduled to speak are Past President 
Charles E. Wells, Past Vice President 
Edward N. Ronnau, Past Director T. B. 
Hendricks, and Mrs. Verda Hughes, 
Dean-Jones Inc., Kansas City, a member 
of the National Credit Women’s Execu- 
tive Committee. 

The program for the Saturday lunch- 
eon is in the hands of the credit women. 
Mrs. Deissroth will preside and William 
Van Murchie, banker, humorist and phi- 
losopher, will be the principal speaker. 

Noble I. Ayers, Jr., President of the 
Ayers Auto Supply Company, is General 
Chairman of the Conference. 


Utah “U” Provides 
Courses in Credits 


Salt Lake City : The Inter Mountain As- 
sociation of Credit Men announces a new 
educational program in conjunction with 
the University of Utah’s Extension Divi- 
sion. D. K. Porter, Executive Secretary 
of the Inter Mountain Association, said 
that this is the first class to be offered 
in a three-year program leading to an 
Associate Award in the National Institute 
of Credit. The three year course includes 
study of credits and collections, introduc- 
tory accounting, advanced credits, and 
general or business economics. 


Hasse Leads San Antonio 


San Antonio: The San Antonio Whole- 
sale Credit Men’s Association announces 
the election of J. A. Hasse, General Elec- 
tric Supply Corp., as the new President. 
Elected Vice-Presidents were Elmer 
Brotze, General Supply Co., and Bert 
ee San Antonio Light Publishing 

0. 


Ritenbaugh Retires 

Pittsburgh: George F. Ritenbaugh, who 
rose from office boy to secretary-treasurer 
of Heppenstall Company, is retiring after 
40 years’ service with the Pittsburgh firm. 
Heppenstall Board of Directors honored 
Mr. Ritenbaugh at a dinner in the Du- 
quesne club Tuesday, July 19. He is re- 
tiring due to ill health. 
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News from the 


CREDIT WOMEN'S GROUPS 


Los Angeles: The opening meeting of 
the year for the Los Angeles Credit Wo- 
men’s Club was held on Monday, Septem- 
ber 12 at Mike Lyman’s Grill in Los 
Angeles. 

Miss Lorna Millan, president, presided 
at the program immediately following the 
dinner. Fred Cates, President of the Los 
Angeles Credit Managers’ Association and 
Credit Manager of Arden Farms, spoke 
on “1949-50—The Crucial Years” and Mr. 
A. D. Johnson, Secretary-Manager of our 
local association spoke on “Woman’s Place 
is in the Home.” 

Miss Frances Kelly of United Airlines 
showed a film entitled “Highway to Ha- 
waii.” 

J. R. Gramont, Credit Manager of 
Standard Oil Company, will speak on the 
Opening of New Accounts, Credit Limits 
and all matters pertaining to the setting 
up of a new account at, the October meet- 
ing. 

Elmo Trimble, Second Vice President 
of the Los Angeles Credit Managers’ As- 
sociation and Credit Manager for Wilson 
Paper Company, will speak on Member- 
ship. , 


Minneapolis: The Minneapolis Whole- 
sale Credit Women’s Group launched their 
1949-50 meeting Tuesday, September 13 
with a dinner at Stouffers’ Restaurant. 
The new officers and committees were off 
to a good start for the year. The dinner 
committee planned a wonderful dinner and 
the tables were laden with fresh flowers 
and place cards. 

Brace Bennitt, the executive-secretary 
of the Minneapolis Wholesale Credit As- 
sociation gave a challenging kick-off talk 
as the main speaker for the evening. Ann 
Jamison told us of her wonderful trip 
to England, Norway, Sweden and Den- 
mark, 

The business meeting was opened by 
our new president, LaVern Willman and 
a short business followed, closed by the 
drawing for door prizes. 


Dayton: Credit women attending the 
Ohio Valley Regional Conference, held 
October 14-16, besides attending all the 
business meetings of the conference have 
arranged meetings and entertainment of 
their own. A block of seats was reserved 
for the Dayton-Toledo football game. On 
Saturday evening “Carnival Time” was 
held at the Touchdown Club and on Sun- 
day morning a Credit Women’s Breakfast 
was held at the Van Cleve Hotel. 





Louisville: The Credit Women’s Group 
of Louisville’s September Meeting was 
“Strictly Business.” San Schneider, Sec- 
retary-Manager of the Louisville Asso- 
ciation, explained the educational program 


for this year, and several girls signed up 
and two scholarships were awarded for 
this course at the University of Louis- 
ville. Alleen Harrison presented the re- 
vised Constitution and By Laws; five 
members signed up for the Regional Con- 
ference in Dayton, Ohio, and the Credit 
Women voted, almost in a body, to attend 
a course in Parliamentary Law on a 
night that would not conflict with the As- 
sociation’s educational program. 





Chattanooga: A “‘Get Acquainted Meet- 
ing” of the Chattanooga Credit Women’s 
Group was held during September at 
Meadow Lake Country Club in honor of 
several new members who joined during 
the summer months. A poll was taken of 
those who planned to attend the South- 
eastern Credit Conference in Memphis 
and it was found that a considerable num- 
ber planned to make the trip. 





Toledo: C. B. Rairdon, retired, who 
was formerly Assistant Treasurer and 
General Credit Manager of the Owens- 
Illinois Glass Co., addressed the Toledo 
Credit Women’s Group, September 19 on 
the subject of “Credit and Functions of 
the National Association of Credit Men.” 

Mr. Rairdon served as National Presi- 
dent during 1947-48. 





Philadelphia: The Philadelphia Credit 
Women’s Group opened their fall season 
September 15 with a dinner meeting at 
which Wesley N. Jobe, Comptroller, Wil- 
liam Montgomery Company, spoke on 
“Women and the Credit Business.” 

Mr. Jobe is chairman of the Educa- 
tional Committee of the Credit Men’s As- 
sociation of Eastern Pennsylvania and 
also instructor in credit problems at 
Temple University. 





Cleveland: Seventy-five members and 
guests attended the first meeting of the 
season of the Cleveland Credit Women’s 
Club, held at the University Club. Imme- 
diately following the regular business ses- 
sion President Dorothy Dutton presented 
the guest speaker for the evening, Miss 
Rosa Basler, Treasurer and Credit Man- 
ager of the F. D. Lawrence Electric Com- 
pany, of Cincinnati, O., and at present 
Vice-Chairman of the National Credit 
Women’s Executive Committee. Her sub- 
ject—“Educational Objectives of Credit 
Women”—was very well received and 
considered most timely. The club also had 
as their guests for the evening Mr. R. O. 
Wendling, Vice President of the National 
City Bank and newly elected President of 
the Cleveland Association of Credit Men, 
also Ken Thomson, the Executive Secre- 
tary of the Association. 
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Credit Women of 
Midwest Will Meet 
at St. Louis, Oct. 21-23 


St. Louis: A full and interesting pro- 
gram has been arranged for the annual 
Midwest Wholesale Credit Women’s Con- 
ference to be held at the Sheraton. Hotel, 
October 21-23. Three speakers are sched- 
uled for the Saturday morning session. 
Victor C. Eggerding, Gaylord Container 
Corporation, will speak on “Is the Free 
Enterprise System on the Way Out?” Dr. 
William H. Stead of Washington Univer- 
sity will discuss “Consumer Credits” and 
Harry S. Gleick will talk on “Bank- 
ruptcy.” During the luncheon a fall fash- 
ion clinic and style show will be given 
under the direction of Mildred Planthold, 
Women’s Editor of the St. Louis Globe- 
Democrat. During the Saturday afternoon 
session Dr. Cylvia A. Sorkin also of 
Washington University will speak on 
“Fifty Generals and a Credit Manager.” 
Henry H. Heimann will speak at the 
banquet. 

The Sunday morning session will be 
devoted to reports from group presidents 
on various aspects of credit women’s work. 


Education Course 
Now Under Way in 
Many Associations 


Cleveland 

Cleveland: The Cleveland Educational 
Program is again off to a fine start with 
classes both at Cleveland College and at 
Fenn College. Arrangements are also be- 
ing made to hold a class in Canton, Ohio. 

Credits and Collections under Archie 
Marks is being given at Cleveland Col- 
lege and Credit Management under Frank 
Wharton at Fenn College. David H. 
Hotchkiss, Treasurer of the Cleveland As- 
sociation, and a recent graduate of the 
Executive School of Credit and Finan- 
cial Management, is again conducting the 
class in Public Speaking at Fenn College. 


New Orleans 


New Orleans: T. A. Shaw, Modern 
Appliance & Supply Co., Inc., Chairman 
of the New Orleans Association’s Credit 
Education Committee, has made arrange- 
ments with Tulane University for a credit 
education program to be given at the Uni- 
versity College evening classes. Credits 
for these courses will be counted towards 
an Associate or Fellow award of the NIC. 


Memphis 

Memphis: The Credits and Collections 
courses at the University of Tennessee 
commenced October 3. This course is 
sponsored by the Memphis Association of 
Credit Men in cooperation with the Uni- 
versity. Sixty persons signed up for the 
course together with courses in Commer- 
cial Law and Accounting. 
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Confidentially Speaking 


Mr. Robert M. Fisher has been advanced to Credit Manager, and Leon Comean 
to Assistant Credit Manager at The White Fuel Corp., Boston, Mass....R. E. 
McDonnell replaces Ed Gowan as Credit and Office Manager at Peninsular Steel 
Co., Cleveland, Ohio . . . Frank Marquis succeeds Bryan D. White as Credit Man- 
ager at Glass Containers, Inc., Los Angeles, Calif. Mr. White being transferred to 
San Francisco as Purchasing Agent ... Thomas P. Carley, formerly Treasurer 
of Reliance Manufacturing Co., Chicago, is now Treasurer of The Englander Com- 
pany, Inc., Chicago . . . M. G. Holmes, former Assistant Controller, U. S. Gypsum 
Co., is now Treasurer of Chicago Malleable Castings Company and its affiliate Allied 
Steel Castings Company, Chicago ... David T. Crecelius is the new Credit Man- 
ager at Nashville Coal Company, Louisville, Ky. ... Harry E. Kellogg, Secretary 
and Treasurer of Link-Belt Company, Chicago, has been elected Vice-President and 
Treasurer ... Arthur C. Eager has returned to the Mass. Gas & Electric Light 
Supply Co., Boston, as Credit Manager . . . Miss Josephine Tuohey has succeeded 
Miss Schaefer as Credit Manager at Simonds Machinery Co., San Francisco. 


Andrew S. Halley was appointed Treasurer of Paraffine Companies, Inc., San 
Francisco, Calif. He was Manager of Price, Waterhouse & Co. in San Francisco 
. . . Richard B. Lang has been appointed Controller of the Sylvania Electric Prod- 
ucts, Inc., Electronics Division, Boston, Mass. ... Louis Baldonieri is the new 
Credit Manager at the Chicago Die Casting Manufacturing Co., succeeding E. D. 
Canfield ... Mrs. Elizabeth McGaffey, Secretary, United Distributing Co., Min- 
neapolis, Minn., has been elected Vice-President .. . Albert H. Gatward has taken 
over Credit Management at Central Electric Supply Co., Battle Creek, Mich... . 
Mrs. Margaret Swank succeeds Mrs. Fust as Credit Manager at Universal Radio & 
Supply Co., Louisville, Ky. ...L. W. Stolte, Fairbanks, Morse & Company has 
been elected Treasurer of the Company. He is also Secretary and a member of the 
Board of Directors. Mr. Stolte is Past President of the Cleveland Association of 
Credit Men ... W. H. Griffin is now directing credits at Griffin Bros., San Fran- 
cisco. 


CHICAGO CHANGES—Richard Isaacson is now Credit Manager at Globe 
Auto Glass Co. .. . W. F. Brissenden now supervises credits at Illinois Bell Tele- 
phone Co... . Raymond H. Timmer is Credit Manager at Ingersoll Steel Division 
of Borg-Warner Corporation ... Miss Fern Bergmann now handles Credit Man- 
agement at Vyse Gelatin Co.... Miss Helen M. Lange is now Credit Manager 
at Fred Peters Welding Supply Co. . .. C. A. Miller now manages credits at Hud- 
son Mfg. Co. ... Joseph B. Jagla is the new Credit Manager at the Patent Scaf- 
folding Co.... John K. Banville is Credit Manager at Carnegie-Illinois Steel 
Corp. ... H. B. Murphy is the new Credit Manager at Chase Candy Co... . C. L. 
Zettlemoyer now manages the Credit Department at Morgan Sash & Door Co. ... 
H. W. Heggen now is Credit Manager at James H. Rhodes & Co., Inc... . J. W. 
Morrison is now Credit Manager at Cluett Peabody & Co....E. G. Weber is 
the new Credit Manager at Sprague Warner Div. of Consolidated Grocers Corp. 


Mr. Lee Ellis has succeeded Miss Livingston, resigned, as Credit Manager at 
Rogers & Baldwin Hardware Co., Springfield, Mo. ... Miss Rose Wolfe is now 
Credit Manager at Rosebud Textile Co., Kansas City, Mo. ... Charles E. Dobbs 
has been advanced to Manager of A. Y. McDonald Mfg. Co., Kansas City, Mo., R. 
W. Howlett succeeding him in Credit Management . . . John Di Nublia has been 
appointed District Credit Manager of General Electric Supply Corp., Boston, succeed- 
ing Richard H. Davis, recently transferred to San Francisco ... Wm. H. Hartz, 
Jr. is now Credit Manager at Moser Paper Co., Milwaukee, Wis. ... Richard A. 
Buehler has taken over Credit Management at the H. C. Godman Co., Columbus, 
Ohio ... Richard Buras is now Credit Manager for A. Y. McDonald Mfg. Co., 
Omaha, Nebr., succeeding Stan Hansen, now with Carpenter Paper Co., San Antonio, 
Texas ... R. Freebus is now Credit Manager at Kraft Foods Co., Cleveland, Ohio 
. .. Miss Marjorie B. Graham, formerly with The White & Bagley Co., Worces- 
ter, Mass., is now Credit Manager at A. E. Jewell & Co., Worcester .. . Frank M. 
Norfleet, Credit Manager, Ozburn-Abston & Co, Memphis, Tenn., has been elected 
Vice-President and Director of his company ...F. A. Chapman has succeeded 
Miss Caley as Credit Manager at Pacific Automatic Heating Co., Seattle, Wash. 
... Mrs. Dorothy Castano is now Credit Manager at Industrial Sales Co., San 
Francisco. 


Miss Mildred Conner is the new-Credit Manager at Lydia E. Pinkham Medicine 
Co., Boston, Mass. .. . Harry E. Hull succeeds J. H. Sharman as Credit Manager 
at The Detroit News, Detroit, Mich. Mr. Sharman has been transferred to other 
work . .. Paul E. Gibson has been appointed Assistant Treasurer at Vorys Broth- 
ers, Inc., Columbus, Ohio . . . Harry L. Krebs is now Credit Manager at Graybar 
Electric Co., Omaha, Nebr., transferred from Cincinnati . .. William J. Allen has 
succeeded Paul McGee.as Credit Manager at Straus Knitting Mills, St. Paul, Minn. 
. . . Harry Shaub is now Credit Supervisor at Dauphin Electrical Supplies Com- 
pany, Harrisburg, Pa. . .. Melvin Schrein replaces Ray Pardee, resigned, as Credit 
Manager at Weber Brothers, Detroit. 


—E.B.M. 


WITH REGRET 


We regretfully announce the passing of 
these members of the Association: Mr. 
John MacLeod, Assistant Treasurer, 
The Detroit Edison Co., Detroit, Mich. 
... Philip. W. Schimmel, Credit Man- 
ager, LaSalle Hotel, Chicago, Ill.... 
W. Raymond Pitt, President, Elcen 
Metal Products Co., Chicago, Ill. ... 
William J. McMillan, retired, former 
General Credit Manager, N. K. Fairbank 
Co., Chicago, and President during 1906- 
1907 of The Chicago Association of 
Credit Men... Hugo J. Anderson, As- 
sistant Secretary, North Western-Hanna 
Fuel Co., Minneapolis, Minn. .... John 
J. Eldridge, President, Buckeye Service 
& Supply Co., Inc., Cincinnati, Ohio... 
Earl E. May, President, Earl E. May 
Seed Co., Shenandoah, Iowa... O. E. 
Huss, Cashier & Credit Manager, Hoff- 
man Hardware Co., Los Angeles, Calif. 
... J. A. Hankey, President, Hankey 
Sales Co., Toledo, Ohio ... Henry W. 
Kimmel, Vice President and Secretary, 
Taylor Instrument Companies, Rochester, 
N. Y., and Past President of The Roches- 
ter Association of Credit Men... B. I. 
Twiggs, Credit Manager, The John Van 
Range Co., Cincinnati, Ohio. 


Large Registration 
At Chicago's Annual 
Refresher Course 


Chicago: Today’s business outlook as 
it affects credits and collections attracted 
a large number of students to the annual 
basic course for juniors as well as a re- 
fresher course for seniors under the spon- 
sorship of the Chicago Association of 
Credit Men. 

The course opened Monday evening, 
September 26th and will continue each 
Monday evening until November 7th 
when the students will attend a dinner 
and the awarding of scholarships offered 
by the Chicago Association of Credit Men 
and the Credit Women’s Club of Chicago. 

Almost fifty: young men- and women 
employed by members of the Chicago As- 
sociation -of Credit Men registered in 
business courses at Northwestern Uni- 
versity in Chicago. 


Positions Wanted 


College trained man having specialized in Credits 
and Collections will graduate, Ohio State Uni- 
versity, December, 1949. Married, 25 years of 
age, with ability to meet people. Veteran, former 
debater and many other college activities as 
well as activity in the credit field. Seeks inter- 
view leading to position or will train. Box O-2, 
Credit and Financial Management. 





Treasurer of Division of large corporation seek- 
ing greater opportunity in top management field. 
Experienced in finance, administration, purchas- 
ing, marketing research, inventory control, labor 
relations, budgeting and expense control, and 
engineering (industrial, mechanical, electrical). 
College Graduate. Licensed Prof. Eng. N.Y. 
State. 40 years of age. Box O-1, Credit and 
Financial Management. 
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